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INTRODUCTION 

Organized  efforts  among  American  farmers  are  expressed  in  two 
types  of  organization:  (1)  General  farm  organizations,  such  as  the 
American  Farm  Bureau  Federation,  the  National  Grange  of  the 
Patrons  of  Husbandry,  the  National  Farmers'  Educational  and  Co- 
operative Union  of  America,  and  the  Farmers'  Equity  Union,  which 
are  chiefly  concerned  with  educational  and  legislative  activities  and 
the  promotion  of  collective  action  by  organization  among  farmers; 
and  (2)  farmers'  cooperative  business  associations."  The  second 
group  is  concerned  with  marketing  farm  products,  purchasing  farm 
supplies  (such  as  fertilizers,  feeds,  seeds,  etc.),  providing  credit  and 
finance  for  the  production  and  marketing  of  farm  products,  and 
furnishing  telephone  service,  electric  current  for  light  and  power, 
water  for  irrigation  purposes,  transportation  at  cost,  and  insurance 
for  farmers. 


1  The  author  is  deeply  indebted  to  the  members  of  the  staff  of  the  Division  of  Coopera- 
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This  circular  deals  with  the  aims,  development,  and  status  of 
farmers'  cooperative  business  associations  engaged  in  marketing  and 
purchasing.  At  present,  there  are  in  the  United  States  some  12,000 
cooperative  associations  (3)2  which  are  engaged  in  marketing  farm 
products  and  purchasing  farm  supplies.  The  combined  membership 
of  these  organizations  totals  about  2,000,000  farmers,  and  their  total 
annual  business  is  approximately  $2,500,000,000.  Several  thousand 
of  these  cooperative  associations  are  Jocal  units  engaged  in  some  or 
all  of  the  following  functions:  Assembling,  processing,  manufactur- 
ing, grading,  packing,  and  shipping.  During  the  last  decade,  how- 
ever, large  numbers  of  these  local  cooperative  units  have  federated 
for  the  purpose  of  performing,  through  a  central  agency,  certain 
marketing  functions  such  as  selling,  directing  distribution  to  market, 
and  grading  and  packing  the  products  according  to  uniform  stand- 
ards. The  extent  to  which  this  movement  of  federation  among  local 
cooperatives  and  the  development  of  large  central  organizations  has 
progressed  is  indicated  by  the  fact  that  to-day  there  are  about  200 
large-scaje  cooperatives  in  the  various  commodity  groups,  which  do 
over  one-third  of  the  cooperative  business. 

Cooperation  among  farmers,  whether  for  marketing,  for  obtaining 
credit,  or  for  the  purchase  of  farm  supplies,  aims  at  providing  a 
means  whereby  farmers  may  strengthen  their  economic  position. 
Through  cooperative  marketing  and  purchasing,  the  farmer  becomes 
a  joint  owner  in  large-scale  business  units  which  are  directed  toward 
rendering  farm  production  and  the  distribution  of  farm  products 
more  efficient.  Farmers,  through  cooperative  organization,  aim  to 
eliminate  waste,  to  improve  the  grading  and  standardization  of  farm 
products,  to  handle  and  distribute  farm  products  efficiently,  and  to 
promote  better  production  practices — in  short,  to  achieve  more 
efficient  production  and  marketing. 

Cooperative  organization  also  aims  to  improve  the  most  important 
part  of  rural  life,  human  relationships — to  encourage  the  develop- 
ment of  greater  social  unity  in  a  community  and  an  occupational 
consciousness  and  pride  on  the  part  of  the  farm  population.  In  this 
respect,  one  of  the  big  problems  of  American  agriculture  is  psycho- 
logical. Although  other  branches  of  American  industry  and  com- 
merce are  far  advanced  in  the  development  of  group  efforts,  the 
farmer,  in  many  branches  of  agriculture,  is  still  trailing  behind  as 
an  individual.  That  is  one  of  the  great  difficulties  with  which  the 
American  farmer  is  confronted  to-day;  he  is  still  too  individualistic 
in  the  conduct  of  his  business  in  a  society  where  organization  is 
becoming  more  and  more  the  basis  of  large-scale  business. 

Under  present  farming  conditions  in  North  America,  production 
is  primarily  an  individual  activity,  but  marketing  of  farm  commodi- 
ties and  purchasing  of  farm  supplies  may  be  done  most  effectively 
through  group  effort.  The  farmer,  as  an  individual,  can  have  little 
control  over  the  conditions  under  which  his  crops  or  livestock  prod- 
ucts are  sold.  Therefore  group  action  in  agriculture  should  center 
around  the  selling  and  purchasing  departments  of  farmers'  business 
associations. 

The  American  farmer  operating  the  family-size  farm  unit  has 
individual  problems  which  are  concerned  with  the  efficient  organiza- 
tion and  management  of  the  farm.     On  the  other  hand,  the  farmer's 

a  Reference  is  made  by  italic  numbers  in  parentheses  to  "  Literature  cited,"  p.  66. 
tive  Marketing  for  their  invaluable  assistance  in  the  preparation  of  this  circular. 
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net  income  is  influenced  by  the  prices  which  he  receives  for  his  prod- 
ucts and  the  prices  which  he  pays  for  farm  supplies.  The  farmer, 
as  an  individual,  can  do  little  to  improve  these  conditions.  These  are 
problems  which  require  group  action. 

Agricultural  marketing  is  a  task  which  comprises  a  series  of  serv- 
ices, such  as  assembling,  processing,  grading  and  standardizing,  pre- 
paring the  product  for  shipment,  and  transporting,  financing,  selling, 
and  distributing  it.  The  task  of  marketing  calls  for  a  different  type 
of  business  organization  from  that  required  to  manage  the  family- 
farm  enterprise.  The  principles  and  practices  of  marketing  are 
affairs  of  large-scale  business.  They  call  for  corporate  organization, 
financing,  knowledge  of  market  practices  and  conditions,  and  techni- 
cally trained  personnel,  as  well  as  men  of  business  ability  and 
experienced  business  judgment. 

A  farmers'  cooperative  business  association  is  a  form  of  organiza- 
tion by  which  farmers  may  act  together  in  the  collective  handling, 
processing,  and  marketing  of  their  agricultural  products  or  in  the 
purchasing  of  farm  supplies.  Individual  farmers  acting  alone, 
operating  the  average  American  family-size  farm,  are  helpless  in 
establishing  and  maintaining  outlets  and  markets  for  their  products, 
except  in  a  comparatively  few  local  instances.  Through  their  asso- 
ciation farmers  can  apply  modern  business  methods  to  the  assembling 
grading,  standardizing,  processing,  transporting,  financing,  distribu- 
ting, and  selling  of  farm  products. 

The  agricultural  cooperative  association,  may  in  a  sense  be  looked 
upon  as  the  hired  man  of  the  farmer  members.  The  association 
enables  a  group  of  farmers  to  bring  together  the  output  of  their  indi- 
vidual farms  for  collective  marketing.  The  farmer,  through  his 
association,  is  simply  applying  the  principle  of  group  effort  to  those 
phases  of  his  farm  business  that  lend  themselves  to  large-scale 
operations. 

Both  the  State  and  Federal  Governments  have  recognized  the 
cooperative  form  of  organization  as  a  means  by  which  farmers  may 
act  together  in  the  collective  marketing  of  the  products  on  their 
farms,  the  purchasing  of  farm  supplies,  the  securing  of  credit  and  in 
other  farm  activities.  To-day  all  States  but  one  have  special  statutes 
peculiarly  adapted  to  the  formation  of  cooperative  associations. 
Congress,  in  section  6  of  the  Clayton  Act  and  in  the  Capper- Vol- 
stead Act,  (6) ,  has  made  it  plain  that  farmers  may  act  collectively  in 
the  processing  and  marketing  of  their  products.  The  principal 
features  of  these  two  acts  have  been  summarized  as  follows : 

The  Clayton  Act  was  passed  in  1914.  Section  6  stated  that  nothing  contained 
in  the  antitrust  laws  "  shg.ll  he  construed  to  forbid  the  existence  and  operation 
of  labor,  agricultural,  or  horticultural  organizations  instituted,  for  the  purposes 
of  mutual  help  and  not  having  capital  stock  or  conducted  for  profit."  This  sec- 
tion referred  only  to  nonstock  associations,  so  that  associations  formed  with 
capital  stock  obtained  no  advantages  therefrom.  There  was  also  some  doubt 
as  to  the  scope  of  section  6.  On  account  of  these  facts,  the  Capper- Volstead  Act, 
which  became  a  law  on  February  18,  1922,  was  passed. 

This  act  of  Congress  was  passed  for  the  purpose  of  making  it  plain  that  pro- 
ducers are  free  to  act  together  along  normal  business  lines  in  the  collective 
handling,  processing,  and  marketing  of  their  agricultural  products,  with  respect 
to  interstate  or  foreign  commerce.  Section  6  of  the  Clayton  Act  referred  only 
to  nonstock  associations  but  since  the  passage  of  the  Capper- Volstead  Act,  stock 
and  nonstock  associations  of  producers,  may  be  formed  and  operated  without 
violating  the  Federal  antitrust  laws. 
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In  order  for  an  association  of  producers  to  obtain  the  benefits  of  the  Capper- 
'Volstead  Act,  the  association  must  meet  the  terms  and  conditions  of  that  act. 
To  come  under  the  act,  an  association  of  producers  must  be  operated  for  the 
mutual  benefit  of  the  members  thereof  as  such  producers.  The  association  must 
not  deal  in  the  products  of  nonmembers  to  an  amount  greater  in  value  than 
that  handled  by  it  for  members.  The  dividends  on  the  stock  or  membership 
capital  in  the  association  may  not  exceed  8  per  cent  per  annum  unless  each 
member  of  the  association  is  restricted  to  one  vote  in  the  association. 

If  the  Secretary  of  Agriculture  is  of  the  opinion  that  an  association  has  un- 
duly enhanced  the  price  of  the  produce  it  is  engaged  in  marketing,  he  may  issue 
a  complaint  against  the  association  requiring  it  "  to  show  cause  why  an  order 
should  not  be  made  directing  it  to  cease  and  desist  from  monopolization  or  re- 
straint of  trade."  If  an  association  fails  to  comply  with  an  order  issued  by 
the  Secretary  of  Agriculture  against  it,  the  order  may  be  enforced  by  the 
Department  of  Justice  in  the  proper  Federal  district  court. 

The  farmers'  cooperative  association  has  a  few  well-recognized 
characteristics  which  distinguish  it  from  the  commercial  organization 
operated  for  profit.  (1)  The  cooperative  association  is  owned  and 
controlled  by  the  agricultural  producers  who  are  also  its  patrons. 
(2)  Voting  in  a  cooperative  association  is  on  the  basis  of  member- 
ship (usually  on  the  "  one-man-one- vote  "  principle)  as  contrasted 
with  the  commercial  corporation  where  voting  is  on  the  basis  of 
money  invested,  as  represented  by  the  number  of  shares  of  stock 
held  by  each  stockholder.  (3)  The  cooperative  association,  being  a 
nonprofit  organization,  is  operated  on  a  cost  basis — to  provide  serv- 
ices at  cost  to  its  members.  The  net  income  to  the  association  less 
the  expenses  of  operating  the  association  is  returned  to  the  indi- 
vidual cooperating  farmers  on  the  basis  of  quantity  and  quality  of 
product  contributed.  Savings  resulting  from  the  operation  of  the 
association  accrue  to  the  individual  farmers  who  own  and  operate  the 
association  rather  than  to  the  cooperative,  which  is  merely  a  medium 
by  which  the  cooperating  farmers  carry  on  collectively  certain  of 
their  producing  and  marketing  operations.  (4)  The  income  rate  on 
the  capital  stock  or  money  loaned,  which  member  farmers  or  the 
public  may  have  contributed  to  the  cooperative  association,  is  limited 
to  the  current  rate  of  interest  or  a  fair  return  on  capital  invested. 
One  of  the  alternative  provisions  of  the  Capper-Volstead  Act  is  that 
a  cooperative  association  shall  not  pay  dividends  on  stock  or  mem- 
bership in  excess  of  8  per  cent  per  annum. 

North  American  farmers  have  had  more  than  a  half  century  of 
experience  in  cooperation  beginning  with  the  local  creameries,  cheese 
factories,  and  local  farmers'  elevators,  back  in  the  sixties  and 
seventies,  followed  during  the  nineties  by  local  associations  formed 
for  the  purpose  of  shipping  livestock,  and  packing  and  shipping 
fruits  and  vegetables.  The  second  period  in  the  development 
of  American  farm  cooperation — from  1900  to  1920 — was  char- 
acterized by  growth  in  numbers  of  local  cooperative  associations 
designed  to  perform  the  first  stages  of  the  marketing  process.  Dur- 
ing this  period  large  gains  were  made  in  the  number  of  farmers' 
local  elevators,  livestock-shipping  associations,  cooperative  cream- 
eries, fruit-packing  associations,  and  other  types  of  local  cooperative 
effort. 

During  the  last  10  years  other  important  developments  have  been 
the  trend  toward  enlargement  of  the  local  business  units  and  cooper- 
ation among  cooperatives.  Livestock-shipping  associations,  farmers' 
elevators,  creameries,  and  local  fruit  and  vegetable  packing  houses 
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have  shown  considerable  increase  in  volume  of  business  per  unit. 
Good  roads  and  the  use  of  the  motor  truck  are  enlarging  the  area 
which  can  be  served  by  one  organization.  Larger  volume  makes 
possible  more  efficient  operation  and  the  employment  of  a  higher 
type  of  personnel  and  more  competent  management — both  essential 
to  successful  operation  of  cooperative  enterprises. 

In  developing  cooperation  among  cooperatives,  the  agricultural 
cooperative  business  associations  are  following  the  trail  blazed  by 
industry,  commerce,  and  banking.  In  the  past  many  small  business 
enterprises,  whether  owned  individually  or  jointly  by  a  number  of 
individuals,  have  become  parts  of  large  corporations.  Similarly, 
cooperative  marketing  and  purchasing  associations  among  farmers 
were  at  first  local  movements.  Farmers  living  in  the  same  com- 
munity formed  cooperative  organizations  to  assist  in  the  marketing 
of  their  products  and  in  the  purchasing  of  their  farm  supplies,  that 
is,  to  act  together  in  those  producing  and  marketing  activities  which 
lend  themselves  to  group  action.  The  assembling  and  shipping  of 
livestock,  the  manufacture  of  butter,  and  the  grading  and  packing 
of  fruit  are  typical  of  the  functions  performed  by  these  local 
associations. 

These  local  cooperative  units  performed,  and  are  still  performing, 
valuable  and  necessary  services  to  the  individual  farmers  in  the  com- 
munity in  which  they  are  located.  Experience  has  demonstrated, 
however,  that  local  associations  can  not  give  their  members  complete 
marketing  service,  such  as  adequate  financing,  transportation  and 
central-market  warehouse  facilities,  complete  market  information, 
technically  trained  and  skilled  personnel,  together  with  the  necessary 
managerial  services.  There  are  certain  functions  with  respect  to  dis- 
tribution, selling,  making  the  market  contact,  controlling  the  rate  of 
shipment  to  market,  allocation  to  various  markets,  standardization 
so  as  to  obtain  uniform  grading  and  packing,  and  merchandising 
under  common  brands,  that  are  and  must  be  under  centralized  con- 
trol in  order  to  obtain  the  most  efficient  distribution. 

Thus  the  trend  among  agricultural  cooperatives,  at  present,  is  to- 
ward the  federation  of  local  units  and  the  consolidation  of  existing 
associations  in  order  to  render  a  more  complete  marketing  service  to 
the  original  producers  of  agricultural  commodities.  There  is,  for  in- 
stance, the  California  Fruit  Growers'  Exchange,  a  large-scale  organ- 
ization composed  of  201  local  packing-house  units,  federated  into  one 
central  selling  and  distributing  agency.  A  more  recent  development 
is  the  federation  of  450  cooperative  creameries  in  Minnesota,  Wis- 
consin, Iowa,  and  the  Dakotas,  all  selling  through  one  cooperative 
agency.  The  records  of  the  United  States  Department  of  Agricul- 
ture show  that  in  1928,  200  large-scale  cooperatives  in  the  United 
States  handled  about  one-third  of  the  total  business  done  by  coop- 
erative associations. 

There  is  another  type  of  organization,  known  as  centralized,  the 
most  conspicuous  example  of  which  may  be  found  among  the  cotton 
cooperatives.  In  the  field  of  cotton  marketing  there  are  to-day  16 
large-scale,  farmer-owned  and  farmer-controlled  cooperative  mar- 
keting associations.  An  interesting  trend  is  that  several  of  these 
cotton  cooperatives  are  now  organizing  local  units;  and  the  gin  is 
becoming  to  the  cotton  marketing  association  pretty  much  what  the 
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local  creamery  is  to  the  Land  O'Lakes  Creameries  (Inc.)  While 
there  are  local  groups  working  in  the  direction  of  centralization  by 
federation,  there  are  also  the  centralized  types  of  organizations  work- 
ing toward  the  performance  of  local  functions  by  local  organizations. 
Those  two  types  of  organization  are  becoming  more  nearly  alike. 
To-day  they  are  almost  identical  in  operation,  because  they  are  both 
following  out  what  is  fundamentally  sound  in  respect  to  business 
organization  and  what  is  a  proper  arrangement  and  allocation  of 
business  functions,  so  as  to  obtain  the  most  effective  and  the  most 
efficient  services. 

COOPERATIVE  MARKETING  OF  DAIRY  PRODUCTS 

Dairy  farmers  are  more  extensively  organized  into  marketing  asso- 
ciations than  any  other  agricultural  commodity  group.  On  January 
1, 1929,  2,4T9  dairy  associations  with  600,000  members  were  listed  with 
the  Division  of  Cooperative  Marketing  of  the  United  States  Depart- 
ment of  Agriculture.  While  the  department  has  endeavored  to  ob- 
tain a  complete  record  of  ail  dairy  cooperatives,  there  are,  no  doubt, 
some  associations  that  have  not  reported,  and  consequently  the  total 
number  of  dairy  associations  in  the  United  States  is  slightly  larger 
than  the  above  figure.  The  department  list  includes  1.600  cooperative 
creameries,  40  milk-bargaining  associations,  119  wholesale  and  retail 
milk-distributing  associations,  approximately  650  cooperative  cheese 
factories,  and  about  70  miscellaneous  associations.  This  grouping  is 
based  on  reports  by  the  cooperatives  to  the  Division  of  Cooperative 
Marketing. 

The  aggregate  volume  of  business  of  the  dairy  associations  report- 
ing to  the  department  in  1928  was  $640,000,000".  This  is  more  than 
five  times  the  value  of  the  products  handled  by  dairy  organizations  in 
1915.  The  importance  of  the  cooperative  associations  in  the  manu- 
facture and  marketing  of  dairy  products  can  be  appreciated  when  it 
is  understood  that  these  organizations  handle  approximately  one- 
third  of  the  creamery  butter  and  cheese  manufactured  in  the  United 
States  and  two-fifths  of  the  fluid  milk  purchased  by  urban  consumers. 

BUTTER   AND    CHEESE 

The  most  conspicuous  growth  in  the  cooperative  manufacture  and 
marketing  of  dairy  products  has  been  in  the  three  States — Minnesota, 
Wisconsin,  and  Iowa.  This  section .  produces  41  per  cent  of  the 
creamery  butter  manufactured  in  the  United  States,  and  it  is  esti- 
mated that  60  per  cent  of  the  creamery  butter  coming  from  these 
States  is  manufactured  cooperatively.  This  section  is  noted  for  its 
production  of  large  quantities  of  fine-quality  butter. 

Farmers  in  the  North  Central  States  have  had  long  experience  in 
the  cooperative  manufacture  of  butter  and  cheese.  The  first  coopera- 
tive creamery  in  Minnesota  was  started  about  1890,  and  the  first  coop- 
erative cheese  factory  in  Wisconsin  at  a  somewhat  earlier  date. 
To-clay  there  are  some  1.200  cooperative  creameries  in  Minnesota, 
Wisconsin,  Iowa,  and  the  Dakotas.  (Fig.  1.)  The  federated  or 
group  selling  of  the  butter  from  these  cooperative  creameries  in  Min- 
nesota and  Wisconsin  is  a  comparatively  recent  venture. 


The  formation  of  a  central  organization  for  group  selling  is 
simply  carrying  the  cooperative  efforts  of  the  dairymen,  as  expressed 
in  a  local  cooperative  creamery,  a  step  further.  It  has  been  found 
that  a  group  of  farmers  can  manufacture  butter  more  effectively 
than  each  farmer  of  the  group  acting  individually.  Likewise,  there 
are  many  things  that  a  group  of  creameries  can  accomplish  more 
effectively  than  can  each  local  creamery  association  operating  sepa- 
rately. For  instance,  no  local  creamery  association  can  safeguard 
the  quality  of  the  product  by  maintaining  its  own  laboratory  with  a 
trained  chemist  and  bacteriologist  in  charge.  Yet  several  trained 
chemists  can  be  employed  by  a  group  of  creameries  at  a  very  low 
cost  per  unit  of  product. 

In  the  same  way,  probably  no  single  cooperative  creamery  can 
possibly  maintain  a  sales  organization  for  the  selling  and  distribut- 
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Figure  1.— Cooperative  Creameries,  1925 

The  distribution   of   cooperative   creameries   in    1929   is   much   the   same   as   in   1925. 
Most  of  the  cooperative  creameries  are  located  in  Minnesota,  Iowa,  and  Wisconsin 

ing  of  its  products  in  the  large  eastern  consuming  markets.  A  group 
of  creameries  efficiently  federated  and  operated  can  do  this  at  a  very 
low  cost  per  unit.  A  trade  name  will  attract  little  more  than  local 
attention  when  established  by  an  individual  creamery.  Butter  from 
a  group  of  cooperative  creameries,  however,  when  pooled,  graded 
and  packed  in  conformity  with  the  standards  and  grades  of  a  central 
organization,  can  gain  national  recognition  with  very  little  cost  to 
each  of  the  cooperative  units. 

The  cost  of  advertising  is  prohibitive  to  the  individual  creamery. 
However,  when  the  expense  has  been  spread  over  a  large  volume  of 
butter  and  the  advertising  directed  by  a  central  sales  organization, 
the  returns  justify  the  expenditure.  Also,  programs  of  standardiza- 
tion can  be  made  effective  only  when  a  large  volume  of  butter  is 
inspected  and  graded  by  a  disinterested  grading  service. 

In  forming  their  own  cooperative  selling  organization,  the  dairy- 
men of  the  North  Central  States  have  capitalized  their  long  and  sue- 
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cessful  experience  in  working  together  in  the  manufacture  of  their 
butter  cooperatively  by  extending  their  collective  action  to  selling 
and  distribution. 

In  1920  some  of  the  local  cooperative  creameries  began  working 
together  in  district  units  and,  in  1921,  a  group  of  approximately  300 
cooperative  creameries  organized  a  state-wide  central  association 
named  the  Land  O'Lakes  Creameries  (Inc.).  During  the  first  two 
and  one-half  years  this  association  acted  as  a  service  rather  than  a 
selling  organization.  Its  most  important  function  was  the  improve- 
ment of  the  quality  of  butter  manufactured  by  the  local  units  and  the 
assembling  of  butter  for  car-lot  shipment.  The  area  served,  60,000 
square  miles,  was  divided  into  15  districts,  and  a  field  man  familiar 
with  the  operation  of  creameries  was  placed  in  each  district  to  give 
assistance  in  the  improvement  and  establishment  of  a  uniform  quality. 
The  association  attempted  to  find  market  outlets  for  its  members. 
It  also  advised  on  trade  conditions  in  various  sections  of  the  United 
States  and  lent  its  efforts  to  assembling  quantities  of  butter  for  ship- 
ment together,  so  that  creameries  could  take  advantage  of  car-lot 
freight  rates. 

In  February,  1924,  the  organization  started  the  actual  sale  of  butter 
for  the  account  of  the  central  organization,  and  to-day  all  of  the 
butter  manufactured  by  some  465  cooperative  creameries  belonging  to 
the  central  organization  (Land  O'Lakes  Creameries  (Inc.))  is  mar- 
keted under  the  direction  and  supervision  of  the  central  agency. 

The  first  butter  sold  under  Land  O'Lakes  brand  reached  the  mar- 
ket in  September,  1924.  This  brand  is  used  only  on  butter,  which  is 
graded  93  points  or  more  by  Federal-State  graders,  and  which  is 
made  from  sweet,  unripened  cream.  Since  1924  the  organization  has 
marketed  butter  in  all  parts  of  the  United  States  and  in  London, 
Glasgow,  Shanghai,  and  elsewhere.  Sales  offices  are  maintained  in 
New  York,  Philadelphia,  and  Boston.  The  association  has  now  about 
465  member  creameries  averaging  200  dairymen  per  creamery,  or  a 
total  of  92,000  patrons.  Sales  for  the  year  1928  amounted  to  about 
$47,834,000  on  86,611,577  pounds  of  butter  and  566  cars  of  sweet  cream 
shipped  to  eastern  markets,  5,453,487  pounds  of  milk  powder, 
2,036,678  pounds  of  cheese,  3,240,450  dozen  eggs,  and  1,989,678  pounds 
of  poultry. 

The  success  which  this  more  recent  cooperative-selling  effort  has 
met  may  be  attributed  largely  to  three  factors:  (1)  The  central  sell- 
ing organization  (Land  O'Lakes  Creameries  (Inc.))  has  been  made 
up  of  members  who  have  had  many  years  of  successful  experience  in 
cooperative  butter  manufacturing;  (2)  improvements  in  quality  of 
product  are  reflected  back  to  the  original  producer  through  the  pay- 
ment of  price  differentials  according  to  grade;  (3)  a  merchandising 
program  has  been  developed  which  passes  on  to  the  consumer  as  well 
as  to  the  producer  the  benefits  derived  from  standardization  and 
quality  improvement. 

The  Challenge  Cream  and  Butter  Association,  with  headquarters 
in  Los  Angeles,  is  the  largest  cooperative  organization  marketing 
butter  on  the  Pacific  coast.  This  organization  is  a  federation  of  15 
cooperative  creameries  located  in  California  and  southwestern  Idaho, 
which  serves  approximately  15,000  dairy  farmers.  The  organization 
was  formed  in  1910  as  a  federated  sales  agency.    In  1928  it  handled 
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28.896.000  pounds  of  butter,  which  represented  a  total  value  of 
$15,690,000. 

The  Challenge  Cream  and  Butter  Association  merchandises  butter 
in  Los  Angeles  and  San  Francisco  and  in  the  trade  territory  around 
these  cities.  It  operates  about  200  trucks  which  deliver  butter, 
cheese,  eggs,  and  condensed  milk  to  retail  stores.  The  association  is 
engaged  entirely  in  the  jobbing  business.  The  bulk  of  the  butter  is 
sold  under  "  Challenge  "  and  "  Danish  "  trade  names. 

The  creameries  belonging  to  the  Challenge  association  are  much 
larger  than  those  found  in  the  Middle  West.  The  largest  creamery, 
the  Milk  Producers  of  Central  California,  is  located  at  Modesto.  It 
manufactured  over  7,000,000  pounds  of  butter  in  1928.  Some  of  the 
other  associations  produce  nearly  4,000,000  pounds  of  butter  annually. 


Figure  2— Cooperative  Cheese  Factories,  1925 

Wisconsin   produces   70   per   cent   of  the   cheese   made   in   the   United   States. 
consin  also  leads  in  the  number  of  cooperative  cheese  factories 


Wis- 


The  Chicago  Equity  Union  Exchange,  located  in  Chicago,  111.,  is 
the  sales  agency  for  the  Equity  Union  Cooperative  Creameries  lo- 
cated at  Lima,  Ohio;  Pana,  111.;  Orleans,  JSTebr. ;  and  Aberdeen, 
S.  Dak.  This  association  is  a  cooperative  sales  agency  selling  butter. 
In  1928,  it  sold  344  carloads  of  butter  valued  at  nearly  $3,000,000. 
The  association  handles  butter  in  car  lots  only,  and  is  the  only  co- 
operative association  in  the  United  States  doing  an  exclusively  whole- 
sale butter  business. 

There  are  several  Farmers'  Union  creameries  in  Kansas  and 
Nebraska.  The  Kansas  Farmers'  Union  Cooperative  Creamery,  in 
Kansas  City,  Mo.,  is  one  of  the  largest  of  these.  It  is  a  cooper ative 
centralizer  that  receives  its  supply  of  cream  from  cream  stations 
operated  by  the  Farmers'  Union  in  Kansas.  There  are  Farmers' 
Union  cooperative  centralizers  in  Fremont  and  Superior,  Nebr. 
Each  of  these  creameries  makes  its  own  sales  independently  and  does 
not  maintain  a  central  sales  agency. 
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The  National  Cheese  Producers  Federation  grew  out  of  the  Wis- 
consin Cheese  Producers  Federation,  which  began  operation  in  1914. 
Since  it  included  producers  in  some  States  other  than  Wisconsin,  the 
name  was  changed  to  the  National  Cheese  Producers  Federation,  in 
1928. 

It  is  a  sales  agency  for  over  400  cheese  factories  located  in  Wiscon- 
sin, Minnesota,  and  New  York.  (Fig.  2.)  During  1928  it  marketed 
about  39,000,000  pounds  of  cheese  for  approximately  $9,000,000.  It 
sells  about  13  per  cent  of  the  cheese  manufactured  in  Wisconsin. 
The  association  operates  15  warehouses,  13  of  which  are  located  in 
Wisconsin  and  2  in  Minnesota.  Its  eastern  office  is  located  in  New 
York  City.  It  maintains  a  cream  department  and  sold,  in  1928, 
some  3,000,000  pounds  of  cream.  It  operates  a  supply  department 
for  the  benefit  of  its  members. 

The  Tillamook  County  Creamery  Association  is  a  federation  of 
farmers'  cheese  factories  located  in  Tillamook  County,  Oreg.  The 
original  Tillamook  creamery  began  business  in  1894.  Around  this 
was  organized  the  federation  in  1909.  During  that  year  the  organi- 
zation sold  some  2,500,000  pounds  of  cheese.  In  1929  it  consisted  of 
19  cheese  factories,  with  a  total  of  about  700  patrons.  In  1928  it 
sold  6,792,804  pounds  of  cheese  for  $1,792,804.  In  addition  to  sales 
of  cheese  the  association  sold  to  its  patrons  hav  and  feed  having  a 
value  of  $275,000. 

The  member  associations  manufacture  a  very  high  quality  of 
cheese,  on  the  basis  of  which  the  Tillamook  County  Creamery  Asso- 
ciation has  developed  its  advertising  and  sales  program.  The  pro- 
duction of  the  association  is  sold  on  the  Pacific  coast,  principally  in 
California,  where  the  association  has  built  up  a  market  for  its 
product. 

FLUID    MILK 

The  remarkable  growth  and  development  of  the  fluid-milk  market- 
ing associations  during  the  last  10  years  has  produced  many  large- 
scale  cooperative  associations  comparable  in  size  and  business  activi- 
ties with  the  more  important  private  business  corporations.  (Fig.  3.) 
In  1928  the  fluid-milk  associations  marketed  over  11,000,000,000 
pounds  of  milk.  The  40  bargaining  and  service  associations,  which 
do  not  operate  any  facilities  for  the  physical  handling  of  milk,  sold 
milk  and  cream  valued  at  approximately  $185,000,000,  in  addition 
to  rendering  other  valuable  services  to  producers  and  dealers.  The 
119  fluid-milk  marketing  associations  sold  around  $140,000,000  worth 
of  products.  Some  of  the  larger  cities  in  which  dairymen  are  operat- 
ing bargaining  and  marketing  associations  are  Washington,  D.  C. ; 
Hartford,  Conn.;  Chicago,  111.;  Baltimore,  Md. ;  Cleveland,  Colum- 
bus, and  Cincinnati,  Ohio;  St.  Paul  and  Minneapolis,  Minn.;  New 
York,  N.  Y. ;  Detroit,  Mich. ;  Philadelphia,  Pa. ;  Los  Angeles,  Calif. ; 
and  Seattle,  Wash. 

There  are  two  general  classes  of  fluid-milk  associations: 3  (1)  The 
bargaining  and  (2)  the  operating  or  marketing.  The  bargaining 
type  of  association  does  not  own  or  operate  facilities  for  actual  han- 
dling of  milk.     Originally  its  service  was  to  act  as  the  agent  of  the 

3  Metzger,  H.  some  economic  aspects  of  the  cooperative  marketing  of  fluid 
milk.     U.  S.  Dept.  Agr.     (In  preparation.) 
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producer  in  finding  a  market  and  arranging  the  terms  of  sale  for  his 
milk.  That  still  is  its  most  important  work,  but  it  has  taken  on 
many  other  duties  so  that  it  now  performs  a  variety  of  services  for 
producers  and  distributors.  In  addition  to  representing  the  pro- 
ducer in  all  price  negotiations  for  the  sale  of  his  milk,  it  may  guar- 
antee that  he  will  receive  payment  for  his  milk  in  case  the  distributor 
fails  to  make  payment.  This  makes  it  essential  that  the  association 
have  a  sufficient  reserve  fund  to  meet  any  possible  loss.  The  testing 
of  the  milk  for  sale,  or  checking  tests  made  by  dealers,  maintaining 
its  own  inspection  service  for  quality  improvement,  regulating  sea- 
sonal production  through  control  plans,  and  guaranteeing  a  market 
for  unplaced  milk  are  service  functions  performed  by  bargaining 
associations.  Supplying  milk  to  dealers  according  to  their  require- 
ments and  representing  the  producers  publicly  in  obtaining  beneficial 
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Figure  3— Location  of  Milk-Marketing  Associations,  1929 

Milk-marketing  associations  have  been  organized  mostly  in  the  Eastern  States,  the 
northern  States  of  the  Middle  West  and  on  the  Pacific  coast.  Little  milk  is 
marketed  cooperatively  in  the  South 

legislation,  tariff  adjustments,  or  more  favorable  transportation  rates 
are  further  valuable  services. 

The  operating  or  marketing  association  actually  operates  plants 
and  handles  all  or  part  of  the  milk.  It  may  also  perform  all  the 
functions  of  the  bargaining  association,  for  it  must  necessarily  find 
a  market  and  arrange  terms  of  sale. 

Fluid-milk  marketing  is  one  branch  of  farm  cooperation  where 
associations  are  exerting  a  real  influence  on  production — both  in 
emphasizing  quality  and  stabilizing  supply.  The  desired  goal  of 
quality  production  will  not  be  reached  until  a  marketing  machinery 
has  been  developed  that  will  reflect  the  premiums  paid  by  the  market 
for  quality  products  back  to  the  farmer  who  produces  the  product. 
Not  only  are  the  milk  cooperatives  influencing  quality  but  they  are 
exerting  a  real  influence  in  stabilizing  and  in  bringing  about  a  more 
rational  or  balanced  production, 
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The  Maryland  State  Dairymen's  Association,  operating  in  Balti- 
more and  Annapolis,  is  one  of  the  oldest  of  the  prominent  bargaining 
associations.  It  has  been  in  active  operation,  with  few  changes  since 
its  reorganization  in  1918.  Its  membership  has  grown  from  about 
450  in  1918  to  over  4,000  at  the  present  time.  During  the  fiscal  year 
ended  July  31,  1928,  it  handled  222,738,972  pounds  of  milk,  for 
which  it  received  $8,161,257,  or  an  average  of  $3.66  per  100  pounds. 
It  operates  over  a  relatively  small  territory;  milk  comes  from  the 
most  distant  points  about  75  miles.  Starting  with  less  than  15  per 
cent  of  the  milk  under  its  control,  it  has  grown  until  it  now  controls 
approximately  98  per  cent  of  the  milk  supply  in  the  markets  in 
which  it  operates. 

This  association  was  one  of  the  pioneers  in  putting  into  operation 
a  plan  for  evening  up  production  throughout  the  year.  It  employs 
a  rating  plan  usually  known  as  the  basic-surplus  plan,  by  which  the 
producer  is  paid  a  given  price  based  on  fluid  milk  market  conditions 
for  an  amount  of  milk  equal  to  his  average  fall  production  during 
October,  November,  and  December  for  the  following  nine  months. 
For  any  milk  in  excess  of  this  he  receives  a  lower  price,  based  on 
butter  prices.  Some  modifications  have  been  made  in  the  plan,  but 
the  principle  of  operation  remains  the  same.  New  producers  are 
allowed  to  join  the  association,  but  are  allowed  less  favorable  terms 
than  old  producers  during  the  first  few  years.  The  plan  tends  to 
discourage  rapid  increases  in  production  by  old  producers  or  the 
entry  of  new  producers  into  the  field. 

This  association  guarantees  payment  to  all  producers  in  case  the 
dealer  should  fail  to  make  payment.  The  association  has  wisely  built 
up  a  reserve  of  approximately  $600,000,  which  it  can  use  for  guaran- 
teeing this  payment  or  for  insuring  a  market  for  producers'  milk 
or  for  other  contingencies  that  may  arise.  This  reserve  was  obtained 
through  deductions,  without  issuing  any  certificates  of  indebtedness 
or  other  obligations  to  the  member,  and  without  any  promise  to  him 
that  it  would  be  repaid.  However,  the  association,  in  1928,  began 
to  repay  the  contributions  of  those  who  contributed  to  this  fund 
in  1922. 

The  Dairymen's  League  Cooperative  Association  (Inc.)  is  the 
largest  of  the  operating  type  of  association.  It  is  a  wholesale  dis- 
tributor operating  about  240  country  receiving  stations.  The  active 
membership  consists  of  approximately  43,000  producers,  the  most 
distant  of  whom  are  more  than  400  miles  from  New  York  City. 
Sales  for  the  fiscal  year  ended  March  31,  1929,  amounted  to 
$85,748,658.  About  one-half  of  the  milk  sold  was  handled  through 
plants  operated  by  the  league  and  the  other  half  through  the  plants 
of  cooperating  dealers  purchasing  their  milk  from  the  league. 

The  Dairymen's  League  pools  all  sales  monthly  and,  after  operat- 
ing expenses  have  been  deducted,  the  proceeds  are  paid  back  to  the 
members  according  to  the  quantity  of  milk  shipped,  subject  to  dif- 
ferentials for  transportation  and  butterfat  content.  Funds  for  cap- 
ital purposes  have  been  obtained  by  means  of  the  revolving-fund 
plan.  Deductions,  usually  10  cents  per  100  pounds,  are  made  each 
month,  for  which  certificates  of  indebtedness  bearing  6  per  cent 
interest  and  payable  in  five  years  are  issued  to  the  producers.  On 
March  31,  1929,  these  deductions  by  the  league  had  amounted  to 
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$13,730,447.  At  the  end  of  the  first  5-year  period,  current  deductions 
are  used  to  redeem  those  certificates  issued  five  years  previous,  and 
the  fund  so  continues  to  revolve. 

COOPERATIVE  MARKETING  OF  FRUITS  AND  VEGETABLES 

Cooperative  organization  among  fruit  and  vegetable  growers  has 
been  marked  by  rather  steady  progress  during  the  last  25  years. 
A  total  of  1,269  associations  handling  fruits  and  vegetables  are  listed 
by  the  Division  of  Cooperative  Marketing  of  the  United  States  De- 
partment of  Agriculture.  These  associations  are  found  in  practi- 
cally every  fruit  and  vegetable  growing  section  of  the  United  States 
and  constitute  a  vital  part  of  the  marketing  machinery  in  this  branch 
of  agriculture.     These  cooperative  associations  handling  and  mar- 
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Figure  4.— Associations  marketing  fruits  and  vegetables,  1928 

Cooperative  associations  have  been  organized  by  producers  in  all  of  the  principal 
commercial  fruit  and  vegetable  growing  sections  of  the  United  States 

keting  fruits  and  vegetables  represent  over  200,000  growers  and  do 
an  annual  business  of  approximately  $300,000,000.     (Fig.  4.) 

The  early  cooperative  effort  among  fruit  and  vegetable  growers 
started  with  the  formation  of  local  associations  for  the  purpose  of 
assembling,  grading,  packing,  and  preparing  for  carload  shipment 
the  fruits  and  vegetables  grown  in  the  immediate  community.  They 
were  formed  by  growers  in  proximity  to  the  same  shipping  point. 
It  is  quite  natural  that  growers  should  first  organize  locally  both 
because  of  personal  acquaintances  and  because  it  is  in  their  own 
locality  that  their  products  are  harvested,  assembled,  graded,  packed, 
and  prepared  for  shipment  to  distant  markets.  While  many  of  these 
local  associations  are  now  federated  with  other  similar  community 
associations  for  the  purpose  of  selling  and  distribution,  the  local 
organization  still  occupies  an  important  part  in  the  marketing 
structure. 
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The  oldest  of  the  associations  of  which  the  United  States  Depart- 
ment of  Agriculture  has  definite  record  is  the  Fruit  Growers'  Union 
and  Cooperative  Society  of  Hammonton,  N.  J.,  which  was  formed  in 
1887  and  continued  its  work  for  more  than  30  years.  In  1880  the 
society  had  180  members  and  was  handling  strawberries,  raspberries, 
blackberries,  pears,  appleSj  and  cranberries. 

It  was  not  until  the  nineties,  however,  that  fruit  and  vegetable 
associations  began  to  appear  in  numbers.  By  1915,  according  to  the 
records  of  the  Division  oi  Cooperative  Marketing,  there  were  approxi- 
mately 900  associations,  and  at  the  present  time  over  1,200  associa- 
tions are  listed  by  the  department  as  marketing  one  or  more  fruit 
or  vegetable  products.  It  should  be  remembered,  however,  that  there 
are  many  associations,  particularly  the  smaller  ones,  of  which  the 
department  has  no  record;  it  is  estimated  that  the  total  number  of 
associations  handling  fruits  and  vegetables  in  the  United  States 
probably  exceeds  2,000. 

A  great  deal  of  the  progress  in  the  cooperative  marketing  of  fruits 
and  vegetables  dates  from  the  organization  of  orange  growers  in 
southern  California  between  1892  and  1894.  These  cooperative  efforts 
among  orange  growers  were,  at  first,  local  in  character.  Later,  in 
1895,  several  of  the  local  associations  formed  a  central  marketing 
agency — the  Southern  California  Fruit  Exchange.  This  organiza- 
tion was  followed,  in  1905,  by  the.  California  Fruit  Growers'  Ex- 
change (9). 

The  local  associations  perform,  as  a  rule,  the  services  of  assem- 
bling, grading,  and  packing  the  commodity.  Sometimes,  as  in  the 
case  of  citrus  fruit,  the  crop  is  harvested  by  the  association.  Where 
the  association  is  owned  and  operated  independently  by  the  local 
patrons  and  is  not  a  member  of  a  federation,  provision  must  be  made, 
of  course,  for  selling  the  crop. 

Fruit  and  vegetable  associations  are  another  branch  of  agricul- 
tural cooperation  in  which  large-scale  marketing  organizations  have 
been  formed  in  recent  years.  In  many  producing  areas  local  cooper- 
atives handling  fruits  and  vegetables  have  joined  together  for  the 
purpose  of  carrying  on  certain  marketing  functions;  in  other  areas 
individual  growers  have  formed  large  centralized  associations. 
Large-scale  cooperatives  have  been  formed  to  handle  citrus  fruits, 
raisins,  cranberries,  potatoes,  watermelons,  apples,  deciduous  fruits, 
walnuts,  almonds,  and  many  other  products. 

The  formation  of  large-scale  cooperatives  has  enabled  fruit  and 
vegetable  growers  to  extend  their  control  and  influence  into  the  field 
of  distribution,  selling,  and  market  development.  The  placing  of 
large  quantities  of  products  assembled  and  packed  by  local  associa- 
tions under  the  control  of  a  single  business  agency  facilitates  more 
effective  merchandising  (1)  both  with  respect  to  bargaining  strength 
and  efficient  distribution.  It  furthers  adaptation  of  the  commodity 
for  market  in  accordance  with  actual  demand  conditions.  In  enter- 
ing the  markets,  large-scale  organizations  can  offer  commodities  in 
substantial  quantities  of  uniform  and  desired  quality.  A  large  or- 
ganization, through  the  collection,  analysis,  and  use  of  complete  and 
accurate  market  information,  is  in  a  position  to  gage  the  true  market 
value  of  the  product  more  closely  than  a  large  number  of  local  asso- 
ciations attempting  to  sell  individually.    Market-expansion  programs 
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can  also  be  carried  forward  more  effectively  and  with  a  lower  unit 
cost  to  the  individual  grower  through  large-scale  organization  than 
through  individual  or  local  effort.  Cooperative  associations  handling 
citrus  fruits,  cranberries,  walnuts,  almonds,  and  many  other  prod- 
ucts have  demonstrated  the  possibilities  of  group  action  in  effective 
market  development. 

There  are  two  types  of  organization  among  the  large-scale  fruit 
and  vegetable  cooperatives — the  federated  and  the  centralized  type 
of  organization.  The  federated  type  is  an  organization  of  local  asso- 
ciations which  have  formed  an  overhead  or  central,  agency  for  the 
purpose  of  handling  sales,  distribution,  traffic  matters,  advertising, 
research,  and  other  services  for  the  group  as  a  whole.  In  general, 
the  local  associations  comprising  a  federation  perform  the  local  func- 
tions of  assembling  the  products,  grading,  sizing  if  required,  pack- 
ing, and  preparing  for  shipment.  The  central  unit  takes  charge  of 
the  shipment  at  this  point  and  carries  on  the  process  of  marketing 
through  its  own  employees  or  agencies  with  which  it  may  enter  into 
contracts  to  perform  all  or  a  part  of  the  required  services.  The 
routing  of  the  shipments,  making  sales,  collection  of  the  proceeds  of 
sales,  the  collection  of  loss  and  damage  claims,  general  legal  mat- 
ters, and  advertising  are  functions  usually  delegated  to  the  central. 

Among  the  fruit  and  vegetable  federations  of  local  associations 
which  have  been  built  up  over  a  period  of  years  is  the  California 
Fruit  Growers'  Exchange  (a  cooperative  agency  owned  and  con- 
trolled by  201  local  packing-house  associations),  the  Florida  Citrus 
Exchange,  the  Michigan  Potato  Growers'  Exchange,  the  Cali- 
fornia Fruit  Exchange,  and  the  American  Cranberry  Growers' 
Exchange. 

In  contrast  to  the  federation  type  of  organization  composed  of 
local  associations,  there  has  been  developed  a  form  of  organization 
generally  known  as  the  centralized  type.  The  centralized  association, 
in  its  operation,  combines  the  functions  of  the  local  association  and 
the  federation;  local  plants  are  owned  and  local  operations  are  con- 
trolled by  the  central  organization.  In  comparison  with  the  com- 
munity local  association,  the  centralized  association  covers  a  large  pro- 
ducing area  such  as  the  prune-growing  and  the  raisin-growing  sec- 
tions of  California.  The  ownership  of  physical  plants  as  well  as 
other  assets  is  vested  in  the  central  association.  Marketing  con- 
tracts run  between  the  individual  growers  and  the  association.  Di- 
rectors are  elected  by  the  members  usually  on  a  basis  whereby  sev- 
eral divisions  of  the  producing  area  each  elect  one  or  more  directors 
as  their  representatives  on  the  board.  The  Sun  Maid  Raisin  Growers 
of  California  and  the  California  Prune  and  Apricot  Growers'  As- 
sociation (now  reorganized  as  a  federation)  are  examples  of  the 
centralized  type  of  organization. 

Fruit  and  vegetable  associations,  when  organized  to  meet  an  eco- 
nomic need  and  when  efficiently  managed  (8)  have  effected  substan- 
tial savings  for  their  grower  members.  The  concentration  of  rela- 
tively large  volumes  of  products  at  central  handling  plants  and 
shipping  points  has  enabled  associations  of  growers  to  reduce  the 
expense  of  grading,  packing,  and  preparing  their  products  for 
market.  In  many  instances,  the  growers'  association  has  been  instru- 
mental in  improving  harvesting,  handling,  and  packing  methods. 
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Many  groups  of  fruit  and  vegetable  growers  have,  through  their 
cooperative  association,  pioneered  in  the  establishment  and  the  gen- 
eral adoption  of  standard  grades  and  packs  which  later  have  had  a 
far-reaching  effect  on  increased  marketing  efficiency.  The  establish- 
ment of  standard  grades  has  resulted  in  a  common  language  between 
the  sellers  and  the  buyers  of  fruits  and  vegetables.  Proper  grading 
and  standardization  not  only  facilitate  greater  efficiency  in  selling 
but  also  enable  the  association  to  make  settlement  on  the  basis  of 
grade  and  quality  to  its  grower  members. 

The  adoption  of  standard  grades  has  also  had  a  far-reaching  in- 
fluence on  production  practices.  It  has  served  to  bring  to  the  atten- 
tion of  growers  the  market  preferences  for  certain  varieties,  and 
growers  have  adjusted  their  new  plantings  accordingly.  It  has  also 
brought  to  the  attention  of  growers  the  value  of  a  more  scientific 
control  of  insects  and  fungous  diseases  as  well  as  better  methods  of 
drainage  and  tillage. 

A  large  number  of  fruit  and  vegetable  associations  operating 
in  comparatively  small  areas  employ  for  cooperative  selling  the 
services  of  the  Federated  Fruit  and  Vegetable  Growers  (Inc.)  This 
organization  is  a  cooperative,  nonprofit  organization.  The  Fed- 
erated Fruit  and  Vegetable  Growers  (Inc.)  was  organized 
by  a  national  committee  of  21  appointed  by  the  American  Farm 
Bureau  Federation  in  the  year  1921.  This  committee,  chosen  from 
cooperative  associations  and  other  sources  of  the  highest  character, 
in  all  parts  of  the  United  States,  made  a  careful  survey  covering  a 
period  of  more  than  a  year  in  the  latter  part  of  1922  and  reached 
its  final  conclusions  in  bringing  about  this  nation-wide  federation. 
The  organization  began  business  by  taking  over  a  going  organiza- 
tion with  its  personnel,  marketing  contracts,  etc.,  which  had  been  in 
successful  operation  since  1911. 

Cooperatives  in  the  fruit  and  vegetable  industry  may  be  grouped 
according  to  several  classifications :  Differences  in  type  of  commodity, 
use  of  the  commodity,  processing  and  marketing  methods,  and 
regional  producing  conditions.  While  no  complete  classification  is 
attempted  in  this  circular,  a  few  of  the  leading  commodities  in  the 
fruit  and  vegetable  group  are  listed  for  the  purpose  of  indicating 
the  cooperative  development  within  each. 

CITRUS    FRUIT 

Cooperation  in  marketing  citrus  fruit  is  highly  developed  in  Cali- 
fornia and  Florida.  In  Texas,  Alabama,  Louisiana,  and  Arizona 
cooperative  marketing  of  citrus  fruit  has  made  substantial  progress, 
when  consideration  is  given  to  the  fact  that  these  States  produce 
relatively  small  quantities  of  citrus  fruit  as  compared  with  Cali- 
fornia and  Florida. 

Approximately  70  per  cent  of  the  oranges  and  grapefruit  and  90 
per  cent  of  the  lemons  grown  in  California  are  packed  and  marketed 
by  the  201  local  packing-house  associations  which,  through  the  23 
district  exchanges,  own  and  control  the  California  Fruit  Growers 
Exchange.     During  the  1927-28  season  the  exchange  handled  15,085,- 
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652  boxes  of  oranges  and  grapefruit  and  4,407,585  boxes  of  lemons, 
an  aggregate  of  44,521  carloads,  for  which  the  exchange  f.  o.  b. 
returns  amounted  to  $96,582,408. 

The  California  Fruit  Growers  Exchange,  with  headquarters  at 
Los  Angeles,  Calif.,  is  a  nonstock,  nonprofit  cooperative  organiza- 
tion, incorporated  under  the  laws  of  the  State  of  California.  The 
201  local  packing-house  associations,  which  have  an  aggregate  mem- 
bership of  approximately  11,500  citrus  growers,  are  grouped  into 
23  district  exchanges.  Each  of  these  district  exchanges  elects  a 
representative  as  a  member  of  the  California  Fruit  Growers  Ex- 
change (9). 

Through  the  California  Fruit  Growers  Exchange,  the  11,500 
grower  members  of  the  local  associations  maintain  their  own  sales 
organization.  The  exchange  sales  organization  is  comprehensive. 
Through  its  own  sajes  representatives  or  brokers  it  reaches  all  the 
principal  citrus-fruit  markets  of  the  United  States  and  Canada. 
It  maintains  its  salaried  sales  representatives  in  40  markets  in  the 
United  States  and  Canada,  where  the  exchange  sells  citrus  fruit  at 
private  sale,  and  also  in  10  auction  markets  in  the  United  States, 
where  the  exchange  sells  citrus  fruit  at  auction.  In  addition  to  its 
own  salaried  representatives  in  the  principal  markets,  the  exchange 
also  uses  6  direct  brokers  and  28  subbrokers  in  private  sales  markets 
(4,)   where  offices  with  salaried  representatives  are  not  maintained. 

Another  group  of  cooperative  packing-house  associations  owned  and 
operated  by  California  and  Arizona  citrus-fruit  growers  markets 
citrus  fruit  through  the  Mutual  Orange  Distributors  (Inc.),  with 
headquarters  at  Redlands,  Calif.  This  agency,  founded  in  1906, 
handled  6,064  carloads  of  citrus  fruit  during  the  1927-28  season. 
Of  the  total  cars  handled,  5,794  were  from  California.  This  was 
about  10  per  cent  of  the  total  shipments  from  the  State. 

In  addition  to  the  above-mentioned  groups  there  are  a  few  local 
associations  of  citrus  growers  in  California  that  market  their  prod- 
ucts independently  either  through  other  cooperative  sales  agencies 
or  private  operators. 

In  Florida  about  30  per  cent  of  the  1928-29  orange,  tangerine, 
and  grapefruit  crop  was  marketed  through  the  Florida  Citrus  Ex- 
change, with  headquarters  at  Tampa,  Fla.  The  exchange  is  a 
federation  of  about  80  local  packing-house  associations,  founded  in 
1909.  This  organization  handled  approximately  17,900  carloads  of 
citrus  fruit  during  the  1928-29  season.  This  fruit  had  a  value  of 
about  $15,000,000  f.  o.  b.  Florida, 

In  the  spring  of  1928  the  Florida  United  Growers,  with  headquar- 
ters at  Jacksonville,  Fla.,  was  formed  to  market  Florida  citrus 
fruit  and  vegetables.  In  contrast  with  the  Florida  Citrus  Ex- 
change, which  is  of  the  federated  type,  the  Florida  United  Growers 
(Inc.),  is  of  the  centralized  type.  The  packing  plants  and  equip- 
ment are  owned  by  the  central  organization,  and  the  operations  at 
each  local  plant  are  under  the  direction  and  supervision  of  the 
central  organization.  During  the  season  of  1928-29  this  organiza- 
tion operated  four  packing  plants  and  marketed  132,164  boxes  of 
citrus  fruits. 

65433°— 29 % 
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The  Texas  Citrus  Fruit  Growers  Exchange,  with  headquarters  at 
Mission,  Tex.,  shipped  its  first  fruit  in  1923.  The  exchange  provides 
and  operates  six  packing  plants,  and,  in  the  capacity  of  an  agent, 
sells  the  fruit  of  its  members.  All  grower  members  are  members  of 
the  central  exchange,  although  grouped  into  local  units  for  organiza- 
tion purposes.  In  the  crop  year  1927-28  the  exchange  had  300 
members  and  shipped  81,048  boxes  of  fruit. 

The  Kio  Grande  Valley  Citrus  Growers  Association,  with  head- 
quarters at  Mercedes,  Tex.,  was  organized  in  1925.  It  owned  and 
operated  two  packing  plants  during  the  1928-29  season,  but  plans 
are  under  way  by  means  of  which  the  packing  houses  will  be  owned 
by  the  growers  who  patronize  them.  During  the  1928-29  season  the 
association  had  321  members,  who  shipped  115,772  boxes  of  citrus 
fruit,  with  an  f .  o.  b.  value  of  $262,939. 

NUTS 

Approximately  89  per  cent  of  the  walnut  growers  in  California 
market  their  walnuts  through  the  California  Walnut  Growers  Asso- 
ciation. This  association  is  a  noncapital,  nonprofit  organization 
incorporated  under  the  laws  of  California  in  1912.  The  California 
Walnut  Growers  Association  is  a  federation  of  local  walnut  packing- 
house associations  which,  in  1927,  numbered  31  locals  with  4,819 
walnut-grower  members.  Each  local  association  is  owned  and  con- 
trolled by  its  grower  members. 

The  walnut  packing-house  associations  own  and  operate  plants 
for  receiving,  cleaning,  grading,  and  packing  the  crop  of  its  grower 
members.  All  walnuts  (except  off-grade  nuts  and  culls)  are  packed 
in  100-pound  bags,  loaded  on  the  cars,  and  shipped  direct  to  the 
market  from  the  local  associations.  Upon  delivery  to  the  local 
packing  house,  each  grower's  lot  is  graded,  and  the  grower  is  credited 
with  his  proportion  of  nuts  in  the  various  pools. 

All  nuts  are  pooled  according  to  agreement  established  between 
the  central  association  and  the  locals,  and  the  proceeds  are  distributed 
to  the  grower  members  from  time  to  time,  as  money  from  the  sale  of 
each  pool  becomes  available.  All  members  receive  the  average  price 
per  pound  of  the  respective  pools. 

Each  grower's  lot  of  off-grade  nuts,  which  has  been  culled  out 
on  account  of  poor  appearance  or  other  defects,  is  shipped  or  trucked 
from  each  local  association's  plant  to  the  by-products  plants  in  Los 
Angeles,  which  are  owned  and  operated  by  the  California  Walnut 
Growers  Association.  Here  in  the  central  association's  by-products 
department  plant,  the  off-grade  nuts  are  cracked  and  converted  into 
several  grades  of  walnut  meats,  placed  in  cans,  and  in  this  form 
profitably  distributed  to  the  wholesale  and  retail  trade.  Each  lot 
of  off-grade  nuts  retains  its  grower-members'  identity  until  the  nuts 
have  been  cracked  and  the  meats  have  been  sorted  as  to  grade,  and 
the  grower  is  accredited  accordingly. 
_  The  California  Walnut  Growers  Association  has  complete  direc- 
tion and  supervision  as  to  standards  for  grading  and  packing  in  the 
local  packing  houses.  During  the  harvesting  season  the  standards 
and  inspection  department  maintains  a  corps^of  inspectors  to  super- 
vise the  grading,  packing,  and  shipping  from  each  local  plant. 
Rigid  uniformity  in  grade  and  quality  of  pack  is  essential  as  all  high- 
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quality  walnuts  received  in  all  the  local  plants  are  packed  and  mer- 
chandised under  the  one  brand  name  "  Diamond  Brand." 

In  Oregon  five  local  walnut  associations  are  marketing  through  the 
North  Pacific  Nut  Growers  Cooperative  with  headquarters  at  Dun- 
dee, Oreg.     These  organizations  handle  filberts  also. 

The  California  Almond  Growers  Exchange,  with  headquarters  at 
Los  Angeles,  Calif.,  is  the  central  marketing  organization  for  3,500 
growers  in  California.  The  growers  own  and  operate  their  own  re- 
ceiving, cleaning,  grading,  and  packing  plants,  but  the  selling  and 
distribution  as  well  as  the  supervision  of  grading  and  packing,  are 
under  the  control  of  the  central  organization.  A  large  cracking 
plant  is  owned  and  operated  by  the  California  Almond  Growers  Ex- 
change at  Sacramento.  The  operations  at  this  cracking  plant  have 
become  rather  extensive  as  the  California  Almond  Growers  Exchange 
has  developed  a  wide  market  for  shelled  nuts.  During  the  1928 
season  the  exchange  handled  about  17,000,000  pounds  of  almonds, 
which  constituted  approximately  85  per  cent  of  the  California  almond 
crop. 

The  National  Pecan  Growers  Exchange,  with  headquarters  at 
Albany,  Ga.,  is  a  cooperative  marketing  organization  for  pecan 
growers  in  the  Southern  States,  chiefly  Georgia,  Alabama,  and  North 
Carolina.  This  association  owns  and  operates  its  own  plant  at  Al- 
bany, Ga.,  to  which  pecans  are  shipped  direct  by  the  individual 
producers,  to  be  cleaned,  graded,  packed,  and  sold. 

APPLES 

The  apple  sections  of  Oregon  and  Washington,  of  Sebastopol  in 
California,  of  western  New  York,  and  of  the  Cumberland-Shenan- 
doah-Potomac  Valley  of  Maryland,  West  Virginia,  and  Virginia,  are 
some  of  the  principal  apple-growing  sections  in  the  United  States 
where  apple  growers  have  developed  cooperative  organizations.  In 
Washington,  Oregon,  and  California  these  organizations  have  per- 
sisted and  grown. 

One  of  the  most  highly  organized  groups  of  apple  growers  is  to  be 
found  in  Hood  River  Valley,  Oreg.  Cooperative  organization  in  the 
Hood  River  Valley  dates  back  to  1893.  Since  that  date  cooperative 
effort  among  apple  growers  has  made  constant  progress  in  that  area. 
The  Apple  Growers  Association,  with  headquarters  at  Hood  River, 
Oreg.,  already  has  a  membership  of  721  active  fruit  growers  and 
controls  about  75  per  cent  of  the  apples  and  75  per  cent  of  the  pears 
grown  in  the  Hood  River  Valley.  In  1928-29  the  association  handled 
2,600  cars  of  apples  and  98  cars  of  pears. 

The  packing-house  and  storage  facilities  are  all  owned  and  operated 
by  the  central  association.  The  organization  owns  and  operates  39 
packing  plants  and  5  cold-storage  houses.  For  several  years  the  asso- 
ciation has  deducted  a  certain  amount  per  box  for  capital-fund  invest- 
ment. Each  grower  member  has  a  share  in  this  capital  fund  in  pro- 
portion to  his  contribution. 

The  Apple  Growers  Association  of  Hood  River  has  had,  for  several 
years,  a  definite  and  consistent  polic}T  with  respect  to  the  English 
apple  trade,  which  has  resulted  in  the  development  of  a  most  favor- 
able outlet  for  their  yellow  Newtown  and  Esopus  Spitzenburg  appler,. 
Their  success  in  developing  a  trade  preference  for  their  own  brands 
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in  Great  Britain  is  attributed  to  dependability  of  supply  and  of  pack 
and  quality. 

In  the  Wenatchee-Okanogan  apple  district  of  Washington  there 
are  a  large  number  of  local  packing-house  associations,  but  as  yet 
a  relatively  small  percentage  of  the  crop  is  marketed  through  coopera- 
tively owned  sales  organizations,  although  70  per  cent  of  the  apples 
produced  in  this  district  is  packed  in  cooperatively  owned  packing 
plants.  Some  local  units  sell  individually,  and  in  some  cases  several 
local  associations  have  joined  in  a  federation  for  the  purpose  of  em- 
ploying one  sales  agency  to  sell  and  distribute  their  output. 

The  Wenatchee  District  Cooperative  Association,  with  headquar- 
ters at  Wenatchee,  Wash.,  is  a  growers'  sales  organization.  About 
425  growers  pack  their  fruit  through  this  association,  which  does 
a  business  amounting  to  approximately  $2,000,000  annually.  The 
marketing  organization  brought  about  the  establishment  of  a  sub- 
sidiary agricultural-credit  corporation  to  render  a  production  and 
marketing-finance  service  to  its  grower  members. 

Over  30  per  cent  of  the  apples  in  the  Yakima  area  are  packed  co- 
operatively. There  are  two  grower-owned  organizations  of  the  cen- 
tralized type  in  the  district.  The  Yakima  Fruit  Growers  Associa- 
tion, with  headquarters  at  Yakima,  Wash.,  is  a  centralized 
cooperative  operating  eight  cold-storage  plants  and  seven  common- 
storage  and  packing  plants  and  handling  the  selling  and  distribution. 
During  the  1928-29  season,  this  organization  handled  2,676  cars  of 
apples  and  2,330  cars  of  other  fruits,  as  well  as  75  cars  of  vegetables, 
for  its  1,100  members. 

One  of  the  oldest  growers'  organizations  in  this  area  is  the  Yakima 
County  Horticultural  Union,  organized  in  1903.  This  is  a  capital- 
stock  organization.  Until  recently  savings  and  earnings  accruing  to 
the  organization  were  distributed  on  the  basis  of  capital  stock  rather 
than  patronage.  This  policy,  however,  has  been  changed,  and  now 
the  dividends  on  the  capital  stock  are  limited  to  6  per  cent,  and  the 
balance,  after  this  dividend  on  capital  stock  and  necessary  reserves 
has  been  provided  for,  is  refunded  on  a  patronage  basis. 

The  association  is  strongly  financed  and  owns  nine  packing  plants, 
six  of  which  have  cold-storage  facilities.  In  addition  to  its  distribu- 
tion and  sales  services,  the  organization  distributes  harvesting  and 
production  supplies  to  its  grower  members,  and  renders  a  financing 
service.  During  the  1928-29  season,  a  total  of  3,476  cars,  of  which 
2,177  were  apples,  was  sold  by  this  association. 

The  Yakima  Fruit  Exchange,  with  headquarters  at  Yakima,  Wash., 
is  a  federation  of  two  local  packing  associations,  During  the  1928- 
29  season  this  exchange  shipped  a  total  of  276  cars  of  fruit,  247  of 
which  were  apples. 

The  Sebastopol  Apple  Growers  Union,  with  headquarters  at 
Sebastopol,  Calif.,  marketed,  in  1928,  493,763  boxes  for  its  members. 
Of  this  volume  of  fruit,  91  per  cent  was  of  the  Gravenstein  variety. 
The  organization  is  a  stock  company  with  no  local  units  but  with  a 
number  of  packing  houses  owned  by  the  central  association. 

In  the  State  of  New  York  the  Western  New  York  Fruit  Growers 
Cooperative  Packing  Association  has  recently  become  affiliated  with 
the  Cooperative  Grange-League-Federation  Exchange  (Inc.),  with 
headquarters  at  Ithaca,  N.  Y. 
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Virginia,  Maryland,  and  West  Virginia  apple  districts  have  made 
some  attempts  at  the  formation  of  cooperatives  to  engage  in  the 
packing  and  marketing  of  apples. 

DRIED    FRUIT 

The  first  large-scale  cooperative  effort  among  prune  growers  in 
California  began  in  April,  1916.  At  this  time  an  organization  com- 
mittee was  formed  to  organize  the  California  Prune  and  Apricot 
Growers  (Inc.),  contingent  on  the  basis  of  a  5-year  marketing  agree- 
ment and  the  sale  of  $750,000  in  stock.  These  conditions  were  met 
by  April  30,  1917.  The  contract  gave  to  the  association  the  privi- 
lege of  exercising  its  option  on  the  1920  and  1921  crops.  In  June, 
1919,  the  directors  of  the  association  voted  to  exercise  the  option 
only  on  condition  that  additional  acreage  be  secured  that  would 
give  the  association  control  of  75  per  cent  of  the  bearing  acreage. 
(New  acreages  that  had  come  into  bearing  since  1917  left  the  associa- 
tion controlling  much  less  than  75  per  cent).  By  January  20,  1920, 
this  additional  acreage  had  been  secured,  and  the  association  mar- 
keted the  1920  and  1921  crops. 

At  the  expiration  of  this  contract  the  association  was  reorganized 
with  a  7-year  contract  controlling  more  than  75  per  cent  of  primes 
and  apricots  produced  in  California.  In  May,  1929,  this  association, 
was  again  reorganized  on  a  federated  plan,  including  31  incorporated 
locals  representing  growers  who  had  produced  approximately  one- 
third  of  the  1928  production.  This  association  has  a  well-advertised 
brand  and  as  a  domestic  market  has  established  an  outlet  for  prunes. 
It  also  has  extensive  direct  foreign  outlets. 

The  cooperative  marketing  of  raisins  dates  from  1912,  when  the 
California  Associated  Raisin  Co.  (Inc.),  was  organized.  A  contract 
providing  for  the  delivery  of  raisins  to  the  association  for  three  years 
with  an  option,  on  the  part  of  the  company,  of  two  additional  years, 
was  signed  by  the  members,  who  produced  more  than  60  per  cent  of 
the  raisin  tonnage. 

The  advertising  of  raisins  under  the  Sun-Maid  brand  was  begun 
about  1913.  In  1917  a  new  contract  was  put  in  force  for  the  market- 
ing of  125,000  acres  of  raisins. 

The  quantities  of  raisins  of  the  different  crops  handled  by  the  asso- 
ciation, up  to  and  including  1922,  were  as  follows : 

Tons 

1912 24, 512 

.1913 59,  228 

1914 73, 635 

1915 98,  405 

H916 107,  039 

1917 127,  212 

In  1923  this  cooperative  marketing  enterprise  was  reorganized  to 
meet  new  conditions.  Three  separate  but  interlocking  corporations 
were  created.  These  were  the  Sun-Maid  Raisin  Growers  of  Cali- 
fornia, a  growers'  association  formed  under  the  California  coopera- 
tive law,  the  Sun-Maid  Raisin  Growers  of  Delaware,  a  subsidiary  or- 
ganization which  performs  processing  functions,  and  the  Sunland 
Sales  Association,  a  merchandising  organization  with  a  charter  broad 
enough  to  conduct  a  world-wide  selling  service. 


Tons 

191S 149,  713 

1919 159,  262 

1920 152,  497 

1921 • 123,  665 

1922 204,  630 


22  CIRCULAR   9  4,  U.   S.   DEPARTMENT  OF  AGRICULTURE 

The  growers'  organization  maintains  contact  with  members, 
arranges  for  delivery  of  the  raisins,  receives  the  net  proceeds  derived 
from  processing  and  the  sale  of  fruit,  and  distributes  the  returns  to 
grower  members. 

The  Delaware  corporation  is  organized  with  capital  stock  and  has 
issued  bonds  to  provide  additional  capital.  It  holds  title  to  the 
necessary  processing  plants  and  warehouses,  and  operates  these. 

The  Sunland  Sales  Association  has  established  subsidiary  organiza- 
tions with  very  similar  names  and  arranges  for  sales  in  foreign 
countries. 

The  peach  and  fig  growers  of  central  California  began  cooperating 
in  the  marketing  of  their  annual  crops  about  1916.  The  first  asso- 
ciation formed  was  known  as  the  California  Peach  Growers  (Inc.). 
This  was  succeeded  by  the  California  Peach  and  Fig  Growers  (Inc.), 
which,  in  1925,  was  followed  by  the  two  organizations  now  existing, 
the  California  Peach  and  Fig  Growers  Association,  a  nonstock  organ- 
ization formed  under  the  California  cooperative  law,  and  the  Peach 
and  Fig  Growers  (Inc.),  a  Delaware  corporation,  which  conducts  the 
various  processing  operations.  The  membership  association  receives 
the  fruit  from  the  growers  and  turns  it  over  to  the  processing  com- 
pany, which  it  controls  through  the  ownership  of  the  common  stock. 

From  6,000  to  9,000  tons  of  fruit  are  handled  annually.  The  better 
grades  of  fruit  are  marketed  under  the  Blue  Ribbon  brand. 

POTATOES 

The  principal  efforts  toward  cooperation  in  the  marketing  of  pota- 
toes have  been  made  in  those  areas  where  potato  growers  must  dis- 
pose of  the  larger  portion  of  their  commodity  in  markets  outside 
the  producing  area.  Although  by  no  means  all  of  the  efforts  toward 
cooperation  in  these  commercial  areas  have  been  successful,  it  is  sig- 
nificant that  the  outstanding  cooperative  potato  marketing  associa- 
tions are  to  be  found  in  areas  where  potato  production  is  highly 
specialized  and  commercial  in  character. 

The  Michigan  Potato  Growers  Exchange,  organized  in  1918  with 
headquarters  at  Cadillac,  Mich.,  had  7,661  members  in  the  1927-28 
season.  In  1927-28,  when  a  short  potato  crop  was  produced  owing  to 
unfavorable  weather  conditions,  a  total  of  1,765  cars  of  table-stock 
potatoes  was  shipped.  Ordinarily  from  2,100  to  3,100  cars  are 
handled  each  year.  The  exchange  also  markets  seed  potatoes.  In 
1927-28  a  total  of  69,802  bushels  of  certified  seed  potatoes  and  6,406 
bushels  of  common  seed  potatoes  were  sold,  a  total  of  92  carloads. 
Supplies  are  purchased  for  members. 

The  Hastings  Potato  Growers  Association,  of  Hastings,  Fla.,  is 
an  outstanding  organization  in  the  field  of  cooperative  production 
and  marketing  activities.  It  was  established  in  1922  and  shipped  its 
first  potatoes  in  1923.  At  present  its  membership  consists  of  over 
190  growers  of  whom  about  160  actively  plant  potatoes.  In  1929 
these  growers  shipped  a  total  of  1,579  cars  of  potatoes.  The  organi- 
zation has  brought  about  the  formation  of  a  subsidiary  credit  cor- 
poration, all  stock  of  which  is  owned  by  the  association.  The  asso- 
ciation, which  is  a  nonstock,  nonprofit  organization,  handles  only 
members'  potatoes.  A  distinctive  feature  is  that,  through  the  accu- 
mulation of  adequate  financial, reserves,  the  association  obtains  credit 
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to  make  cash  advances  for  production  and  harvesting  purposes  and 
for  the  purchase  of  fertilizer,  seed,  containers,  and  other  supplies 
needed  in  the  production  of  potatoes.  In  protecting  the  financing 
operations  of  the  association  a  system  of  crop  liens  and  real  estate 
mortgages  has  been  instituted  as  well  as  the  accumulation  of  a  reserve 
fund  to  which  each  grower  contributes  in  proportion  to  his  use  of  the 
association's  various  facilities  for  supply  purchasing  and  potato 
marketing. 

The  Eastern  Shore  of  Virginia  Produce  Exchange  organized  in 
1897,  is  a  stock  corporation  and  handles  a  variety  of  produce  for  its 
membership.  In  1928  the  following  commodities  were  handled : 
2,641,081  barrels  of  potatoes,  622,457  barrels  of  sweet  potatoes,  148,391 
packages  of  strawberries,  81,435  packages  of  cabbage,  53,420  packages 
of  onions,  and  28,625  packages  of  miscellaneous  produce.  This  pro- 
duce came  from  over  5,000  patrons  who  marketed  through  the  ex- 
change. These  patrons  were  divided  as  follows:  1,661  stockholders, 
3.419  who  shipped  under  the  "  tenant-of-stockholder  "  privilege,  and 
1,950  who  shipped  under  permits  as  "  holders-of -shipping  privilege." 

The  Colorado  Potato  Growers  Exchange,  with  headquarters  at 
Denver,  Colo.,  was  formed  in  1923.  Organized  as  a  nonstock  selling 
agency,  it  sold  in  1927-28,  7,027  cars  of  potatoes  for  its  2,000  active 
members,  who  were  organized  in  about  23  local  associations  in  the 
potato-producing  areas  of  Colorado.  Capital  for  operating  reserves 
is  withheld  each  year  and  is  refunded  to  members  on  a  revolving- 
fund  basis.  The  working-capital  reserve,  which  represents  the  dif- 
ference between  deductions  for  selling  expenses  and  the  cost  of  opera- 
tion, is  refunded  each  year  in  two  payments.  One  of  these  payments 
is  at  the  close  of  the  current  season  and  the  other  about  two  and 
one-half  years  later.  A  subsidiary  corporation  of  the  exchange  owns 
15  potato  warehouses. 

COOPERATIVE  MARKETING  OF  GRAIN 

The  structure  of  our  grain-marketing  system  is  so  colossal  and  so 
complicated  that  failure  to  grasp  the  fundamental  principles  in- 
volved in  the  marketing  process  is  not  unusual  among  those  engaged 
in  the  grain  business.  The  magnitude  of  the  marketing  machinery, 
of  the  rail  and  water  transportation  facilities,  of  the  financial  and 
other  commercial  agencies,  which  are  involved  in  the  movement  of 
the  hundreds  of  millions  of  bushels  of  wheat  and  other  grains  from 
the  farms  to  the  consumers  all  over  the  world  tends  to  obscure  recog- 
nition of  the  essential  services  which  are  rendered  as  the  grain  passes 
through  the  channels  of  trade. 

A  multitude  of  marketing  services  is  required  to  place  wheat  and 
other  grain  in  the  places,  at  the  times,  and  in  the  forms  that  best 
satisfy  consumers'  demands.  The  fact  that  not  all  of  these  grains 
are  used  immediately  as  they  come  from  the  farm,  that  the  production 
period  in  a  particular  region  is  short  and  has  become  more  or  less 
localized  in  areas  distant  from  consuming  centers,  that  grain  is  being 
harvested  during  several  months  in  the  area  between  Texas  and 
Canada,  and  throughout  the  year  in  the  different  countries  of  the 
world,  makes  clear  the  necessity  for  a  highly  developed  and  special- 
ized system  of  marketing.  These  conditions  require  the  provision  of 
means  for  assembling,  warehousing,  processing,  transporting,  financ- 
ing, standardizing  and  grading,  risk  bearing,  distributing,  and  selling. 
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The  grain-marketing  structure  and  problems  of  the  present  day 
came  with  the  development  of  the  Middle  West.  Wheat  growing 
moved  westward  to  the  fertile  prairies  of  the  Middle  West  and  thence 
to  the  Pacific  coast.  Facilities  for  transportation  by  rail  and  water 
were  developed,  and  machinery  for  the  extensive  production  and 
harvesting  of  grain  was  perfected.  The  need  for  additional  facilities 
and  agencies  to  receive  and  market  the  grain  developed  coincidentally 
with  the  expansion  of  the  industry. 

At  first  simple  loading  platforms  were  provided  to  facilitate  the 
loading  of  cars.  Later,  country  elevators  were  constructed  to  handle 
grain  preparatory  to  loading  it  into  the  cars  for  shipment.  Eailroads 
met  the  needs  of  grain  producers  and  built  lines  from  grain-producing 
sections  to  consuming  centers  or  seaboard  points,  established  switch- 
ing and  loading  service,  and  developed  cars  and  motor  equipment  to 
transport  grain  by  efficient  methods  and  direct  routings.  Mills  were 
erected  at  advantageous  points  to  convert  wheat  into  flour.  As  the 
distance  between  farm  and  consumer  widened,  additional  interme- 
diaries came  into  being  to  bridge  the  gap  between  farmers  and  con- 
sumers. Central  or  terminal  markets  were  developed  at  strategic 
points.  Grain  exchanges  were  established  to  facilitate  trading. 
Warehouses  for  storing  supplies  until  needed,  facilities  for  financing 
and  transporting  wheat  and  other  products,  grading  and  inspection 
agencies,  and  market-news  service  were  all  natural  developments 
brought  about  by  the  agricultural  and  commercial  growth  of  the 
Nation. 

As  new  grain-producing  regions  were  opened  and  railroads  pushed 
out  to  serve  them,  sufficient  local  capital  or  ingenuity  to  provide 
facilities  for  handling  grain  were  not  always  available.  Outside 
capital  was  needed  to  build  both  terminal  and  country  elevators. 
As  a  result,  large  companies,  usually  operating  from  terminal 
markets,  were  formed,  each  of  which  built  or  acquired  elevators  at 
many  country  points.  These  were  referred  to  as  line-elevator  com- 
panies. This  development  was  especially  noticeable  in  the  spring- 
wheat  area.  Many  lines  of  elevators  were  established  by  Minne- 
apolis and  Duluth  mill  and  terminal  grain  companies  throughout 
Minnesota,  the  Dakotas,  and  Montana.  Much  the  same  develop- 
ment occurred  in  earlier  days  in  Iowa,  Illinois,  and  the  Southwest. 

When  agriculture  became  better  established  and  producers  were  able 
to  turn  to  problems  other  than  growing  crops,  local  marketing  con- 
ditions began  to  receive  attention.  Dissatisfaction  with  the  price 
policy,  weighing,  grading,  and  docking  practices  of  line  elevators 
developed  to  the  point  of  antagonism  and  even  bitter  opposition. 
This  dissatisfaction  was  increased  by  the  deflation  following  the 
Civil  War  and  the  resulting  low  prices  for  grain. 

THE    LOCAL    FARMERS'    ELEVATOR    MOVEMENT 

The  attempts  on  the  part  of  agriculturists  to  remedy  these  condi- 
tions were  directed  mainly  toward  organization  of  a  number  of  local 
farmers;  elevator  companies  during  the  late  sixties  and  throughout 
the  decade  1870  to  1880.  There  is  some  indication  that  during  these 
early  years  some  interest  was  shown  by  farmers  in  the  matter  of 
terminal  marketing.     These  markets,  however,  were   in  cities  far 
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removed  from  the  source  of  production,  and  concerning  them  farmers 
knew  very  little.  Efforts  were  therefore  concentrated  upon  the  im- 
provement of  conditions  nearer  home  through  the  simple  expedient 
of  farmer-owned  competitive  agencies. 

The  farmers'  elevators  formed  during  this  period  were  not  always 
properly  organized.  In  many  cases  adequate  capital  was  not  avail- 
able either  for  fixed  investments  or  current  operations.  In  general, 
experienced  managers  either  were  not  available  or  were  not  obtained. 
Competition,  too,  became  keener  during  the  late  seventies,  due  in 
part  to  the  organization  of  independent  companies  in  addition  to 
the  farmers'  organizations.  As  a  result  of  this  combination  of  cir- 
cumstances, the  farmers'  elevator  movement,  by  1880,  all  but  faded 
out  of  the  picture.  Two  very  definite  results  may  be  credited  to 
this  first  movement,  however.  It  demonstrated,  to  some  extent,  what 
farmers  could  do  and  convinced  them  that  they  need  not  submit  to 
unsatisfactory  conditions  in  the  marketing  of  grain;  and  it  provided 
a  fund  of  valuable  cooperative  business  experience. 

Between  1880  and  1901  a  second  period  of  farmers'-elevator  activ- 
ity held  the  interest  of  both  grain  producers  and  those  engaged  in 
the  marketing  of  the  product.  The  Farmers'  Alliance,  a  new  eco- 
nomic organization  formed  in  1885,  was  largely  responsible  for  the 
revival  of  interest  in  grain-marketing  reforms.  By  this  time  much 
of  the  competition  of  a  few  years  earlier,  which  had  been,  in  part 
at  least,  stimulated  by  the  presence  of  many  independent  private 
grain  buyers,  had  been  changed  to  competition  with  a  few  large  or- 
ganizations commonly  referred  to  as  line-elevator  companies.  Farm- 
ers felt  that  these  companies  were  in  a  position  to  exact  heavy  toll 
from  them  and  also  charged  that  they  were  in  league  with  the  rail- 
ways, lumber  dealers,  wholesale  trade,  and  implement  concerns  to 
exact  unreasonable  tribute  from  an  already  depressed  agriculture. 
Accordingly,  new  interest  was  aroused  in  the  organization  of  farmers' 
elevator  companies.  In  Iowa  alone,  52  companies  were  formed  be- 
tween 1885  and  1903,  and  in  Minnesota  31  companies  were  operating 
in  1900.     Other  grain-producing  States  experienced  similar  activity. 

According  to  studies  made  by  the  Division  of  Cooperative  Market- 
ing of  the  United  States  Department  of  Agriculture,4  only  a  small 
proportion  of  the  farmers'  elevators  which  were  organized  during 
the  eighties  and  nineties  were  still  active  in  1904.  In  1904  a  boycott 
directed  against  farmers'  elevators  by  private  grain-marketing  agen- 
cies was  broken  when  certain  receivers  of  grain  in  the  Chicago  mar- 
ket came  to  the  rescue  of  the  farmers'  companies  by  accepting  their 
shipments.  This  proved  an  incentive  to  renewed  organization  activi- 
ties and  paved  the  way  for  the  tremendous  development  of  the  farm- 
ers'-elevator movement  during  the  next  15  years. 

The  Division  of  Cooperative  Marketing  has  at  this  time  (July  1, 
1929)  records  and  reports  from  3.571  farmers'-elevator  associations 
which  are  active  and  operating.  It  is  estimated  on  the  basis  of  this 
figure,  together  with  other  information  available  in  the  department, 
that  there  are  noAv  approximately  4,000  farmers'-elevator  associations 

4  Booth,   J.   F.,   and    Kuhrt.   W.    J.      the    present    status    of   farmer-owxbd    grain 
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operating  in  the  United  States.  (Fig.  5.)  The  number  of  stock- 
holders of  farmers'  elevators  is  estimated  by  the  department  to  be 
about  450,000  and  the  number  of  patrons  about  900,000.  The  esti- 
mated paid-up  capital  stock  is  about  $50,000,000,  and  the  estimated 
investment  in  plant  and  equipment  is  $65,000,000. 

Grain  handled  in  1926-27  by  all  farmers'  elevators  in  the  United 
States  is  estimated  as  550,000,000  bushels,  with  a  sales  value  of  about 
$500,000,000.  Moreover,  approximately  -half  of  these  farmers'  ele- 
vators are  also  handling  side  lines  or  are  performing  other  services 
for  growers.  For  example,  in  1926-27  about  10,000,000  bushels  of 
grain  were  handled  for  pooling  associations  and  the  side-line  business 
done  by  these  farmers'  elevators  amounted  to  $160,000,000.  In  addi- 
tion, many  associations  perform  special  services  for  their  members, 
such  as  feed  grinding,  seed  cleaning,  and  many  other  activities. 


Figure  5.— Farmers*-elevator  Associations— Spring  Wheat,  Winter 
Wheat,  Soft  Wheat,  Pacific  Areas,  and  Corn  Belt— 1927 

Farmers  elevators  have  been  organized  most  extensively  in  the  Corn  Belt,  but  there 
are  also  many  such  associations  in  the  spring-wheat,  winter-wbeat  and  soft-wheat 
areas  and  a  few  in  the  Pacific-coast  area 

More  than  83  per  cent  of  the  group  of  farmers'  elevators  reporting 
to  the  Department  of  Agriculture  showed  financial  surpluses  at  the 
close  of  the  1926-27  season.5  Competent  management,  loyalty  of 
members,  and  pursuance  of  safe  operating  policies  were  found  to  be 
the  principal  factors  for  success,  whereas  lack  of  volume,  poor 
management,  speculation,  and  unsafe  business  practices  are  the  most 
frequent  causes  of  unfavorable  financial  conditions. 

Farmers'  elevators,  at  country  points,  in  the  marketing  structure 
have  exerted  a  decidedly  beneficial  competitive  influence  by  affording 
essential  local  marketing  services  to  grain  growers  at  cost.     Farmers 


6  See  footnote  4. 
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have  been  accorded  better  treatment  through  fairer  grading,  docking, 
and  weighing  practices,  and  have  benefited  by  narrower  local  hand- 
ling margins  where  farmers'  elevators  have  been  formed  and  are 
operating  efficiently. 

COOPERATIVE    LINE    ELEVATORS 

While  the  major  development  in  cooperative  effort  among  grain 
growers  has  thus  far  been  confined  to  the  organization  of  farmers' 
elevators  owned  and  operated  as  local  units  independent  of  other 
communities,  some  progress  has  been  made  toward  the  formation  of 
associations  designed  to  operate  upon  a  larger  scale  than  the  local 
elevator.  Several  attempts  have  been  made  to  organize  and  operate 
a  group  of  local  elevators  combined  under  central  control  in  the  so- 
called  "  line  "  system.  In  this  type  of  organization  the  actual  owner- 
ship is  usually  vested  in  the  central  organization,  and  the  operations 
of  local  units  are  under  the  direction  and  supervision  of  the  central 
management.  Although  there  are  numerous  instances  of  two  or  three 
farmers'  elevators  being  operated  by  one  management,  only  a  few 
companies  have  acquired  sufficient  elevators  to  be  entitled  to  recogni- 
tion as  a  cooperative  line  system. 

Three  such  organizations  are  listed  with  the  Division  of  Coopera- 
tive Marketing.6  The  Farmers'  Grain  Co.  operates  17  elevators  in 
North  Dakota.  The  Farmers'  Union  Grain  Co.,  with  headquarters 
at  Aberdeen,  S.  Dak.,  operates  12  local  elevators  on  the  line  basis  in 
the  vicinity  of  Aberdeen.  In  Kansas,  the  Mitchell  County  Farmers' 
Union  Cooperative  Association  operates  on  the  so-called  "  county  unit 
plan."  Under  this  plan  the  local  farmers'  elevators  in  Mitchell 
County  are  combined  under  one  organization,  of  the  line  type,  under 
the  county  management.  Several  other  county  organizations  have 
operated  in  recent  years  in  Kansas. 

FARMERS'    TERMINAL    GRAIN    COMMISSION    AGENCIES 

Cooperative  effort  in  the  handling  and  selling  of  grain  in  the  ter- 
minal markets  has  expressed  itself  in  a  number  of  ways  during  the 
last  15  years.  The  establishment  of  cooperative  grain  commission 
houses  in  the  terminal  markets  by  farmers'  elevators  was  one  of  the 
first  ways.  The  Equity  Cooperative  Exchange,  organized  in  1916  at 
St.  Paul,  Minn.,  was  one  of  the  first  attempts  of  local  farmers'  ele- 
vators to  establish  their  own  cooperative  commission  agency  in  the 
terminal  markets.  This  organization  later  went  into  receivership. 
Other  attempts  were  made  subsequently,  many  of  which  have  been 
successful.  Progress  along  this  line  has  been  very  slow,  however, 
until  the  last  four  or  five  years.  There  were,  in  1929,  about  12 
farmers'  grain  commission  agencies  operating  in  the  terminal 
markets.     (Table  1.) 

6  See  footnote  4. 
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Table  1. — Volume  of  grain  handled  by  cooperative  grain  commission  agencies, 

192Jf-25  to  1927-2S 


Association 

1924-25 

1925-26 

1926-27 

1927-28 

Equity  Union  Grain  Co 

Bushels 
3,  234,  000 
6,  000,  000 

Bushels 

3,  862,  500 

0) 

800,  000 
465,  600 

Bushels 
4,  649,  500 

C1) 

700,  000 
64S,  333 

Bushels 
6,  098,  700 
4, 181, 800 
8,  000,  000 
1,  360,  300 
3,  250,  000 

Farmers'  Union  Terminal  Association 

National  Grain  Commission  Co 

Rural  Grain  Co.2 

630,  833 

The  Farmers'  Cooperative  Commission  Co . 

6, 186,  766 
5,  394,  965 

4,  525,  566 

5,  010,  667 

7,  095,  478 
6,  226,  226 
3,  500, 100 

5,  231, 128 

The  Michigan  Elevator  Exchange 

Union  Equitv  Exchange  3_ .  ... 

6,  689,  000 
1,  250,  000 

Total.. 

21,446,564 

14,  664,  333 

22,  810,  637 

36,  060,  928 

i  Data  not  available. 


2  Began  business  in  1927. 


z  Began  business  in  1926. 


The  volume  of  business  handled  by  eight  of  these  agencies  which 
reported  to  the  United  States  Department  of  Agriculture  for  the 
1927-28  season  exceeded  36,000,000  bushels.  Approximately  525 
farmers'  elevators  own  stock  in  these  cooperative  terminal  sales 
agencies,  and  over  1,150  local  elevators  consigned  grain  to  them  dur- 
ing 1927-28.  These  agencies  are  usually  operated  on  some  plan 
whereby  the  surplus  earnings  are  either  retained  temporarily  to  build 
up  capital,  or  are  returned  to  the  farmers  through  their  local  farmers' 
elevator  associations,  in  the  form  of  patronage  and  stock  dividends. 


STATE-WIDE    GRAIN    MARKETING    ASSOCIATIONS    (THE   WHEAT    POOLS) 

Another  effort  in  cooperative  marketing  of  grain  directed  toward 
operations  in  the  terminal  markets  has  been  the  formation  of  State- 
wide or  regional  grain-marketing  associations,  commonly  known  as 
wheat  pools.  The  first  of  these  wheat  pools  which  actually  engaged 
in  operation  was  formed  in  the  Pacific  Northwest  in  1920.  The  Wash- 
ington Wheat  Growers  Association  operated  for  three  seasons  and 
pooled  approximately  12,400,000  bushels  of  grain.  (Table  2.)  The 
second  of  the  wheat  pools  was  also  formed  in  1920  in  Idaho.  This 
was  followed  by  other  pools  in  the  Northwest  and  by  similar  organi- 
zations in  the  Middle  West  and  South.  The  pools  formed  in  1920, 
1921,  and  1922  encountered  a  period  of  declining  prices,  a  condition 
over  which  they  had  no  control  but  which,  together  with  organiza- 
tion and  management  difficulties,  caused  several  of  them  to  cease 
operations. 
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Table  2. — Volume  of  grain  handled  by  cooperative  grain-marketing  associations 
(icheat  pools) ,  1922-23  to  1927-281 


Association 


Central  States  Soft  Wheat  Growers' 
Association,  Indianapolis,  Ind.2 

Kansas  Cooperative  Wheat  Market- 
ing Association,  Wichita,  Kans 

Minnesota  "Wheat  Growers'  Coop- 
erative Marketing  Association, 
Minneapolis,  Minn.. 

Nebraska  Wheat  Growers'  Associa- 
tion Nonstock  Cooperative,  Hast- 
ings, Nebr 

North  Dakota  Wheat  Growers'  As- 
sociation, Grand  Forks,  N.  Dak... 

Oklahoma  Wheat  Growers'  Associa- 
tion, Enid,  Okla 

South  Dakota  Wheat  Growers'  Asso- 
ciation, Aberdeen,  S.  Dak 

Texas  Wheat  Growers'  Association, 
Amarillo,  Tex 


Total- 


Year 
or- 


ized 


1924 
1924 

1923 


Grain  handled  in- 


1922-23 


Bushels 


32,335,751 


1921 
1921  2, 
1921 
1923 
1921 


1923-24 


Bushels 


32,  052, 800 

513,  002 

550,  000 

2, 100,  000 

961, 074j  4,  560,  787 

534,  227 


218,520    1,210,489 


,  968  11,  521,  305 

I 


1924-25 


Bushels 
1,  524,  250 


1,  713, 136 

1,  202,  556 
3, 828,  214 
6,  281,  067 

2,  048, 475 
2,  429,  208 


25, 165,  018 


1925-26 


Bushels 
3, 157,  952 

2,  631,  758 

1,  341, 958 

662,  421 

3,  202,  500 

2,  800,  675 
2, 100,  000 

341,  800 


16,  239,  064 


1926-27 


Bushels 
4, 177, 452 

4,  055,  243 
797,  762 

818,  292 

1,  300,  000 

2,  436,  899 
123,  210 

3,  384,  250 


17,  093, 108 


1927- 


Bushels 
2,  225,  000 

2,  465, 423 
588,  790 

600,  000 
2,  446,  041 
1, 448,  000 
2,  058,  329 

553,  731 


12,  365,  314 


'i  Includes  only  associations  active  in  1928. 

2  Originally  the  Indiana  Wheat  Growers'  Association. 

3  Handled  by  the  Kansas  Wheat  Growers'  Association  which, 
Wheat  Marketing  Association. 


in  1924,  became  the  Kansas  Cooperative 


The  eight  associations  which  are  active  to-day  are  located  in  North 
Dakota,  South  Dakota,  Minnesota,  Kansas,  Nebraska,  Oklahoma, 
Texas,  and  Indiana.  The  present  tendency  among  the  wheat  pools  is 
to  spread  out  and  undertake  to  serve  members  in  as  large  a  territory 
as  possible.  The  North  Dakota  association  is  soliciting  members  in 
Montana,  and  the  Central  States  Soft  Wheat  Growers'  Association, 
with  headquarters  at  Indianapolis,  is  receiving  members  who  are  resi- 
dents of  Ohio  and  Illinois.  The  Oklahoma,  Nebraska,  and  Minnesota 
associations  are  also  soliciting  business  in  other  States. 

At  the  outset  none  of  the  wheat  pools  provided  themselves  with 
local  physical  handling  facilities  but  instead  made  arrangements 
with  farmers'  and  other  local  elevators  for  the  handling  of  their  grain 
at  local  points.  During  recent  years,  however,  several  of  the  wheat 
pools  have  arranged  to  purchase,  lease,  or  build  local  elevator  facili- 
ties for  the  actual  handling  of  the  grain  delivered  by  their  members. 
Several  of  the  pools  have  also  extended  their  activities  so  as  to  include 
the  handling  of  coarse  grains,  such  as  oats,  barley,  rye,  flax,  and  corn. 

It  may  be  well  to  state  here  some  of  the  fundamental  conditions  and 
factors  which  must  be  considered  in  establishing  a  large-scale  grain 
marketing  organization. 

The  differences  in  climatic  and  geographic  conditions  in  the  wheat- 
producing  areas  of  the  United  States  give  five  distinct  areas:  (1) 
Spring  wheat,  (2)  winter  wheat,  (3)  Pacific  coast,  (4)  Central  States 
soft  wheat,  and  (5)  Corn  Belt. 

Climate  and  topography  are  responsible  for  the  different  kinds  and 
varieties  of  grain  produced  in  these  areas.  For  example,  the  spring- 
wheat  States  of  the  Northwest  produce  a  hard  red  spring  wheat  and 
durum;  the  southwestern  wTinter-wheat  States,  a  hard  red  winter 
wheat ;  the  Pacific  Northwest,  a  soft  white  winter  variety ;  the  Central 
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or  Middle  Western  States,  a  soft  red  winter  wheat,  while  in  the  Corn 
Belt,  which  overlaps  several  areas,  all  the  different  types  of  red  wheat 
are  grown.  In  the  latter  region  corn  and  oats  predominate.  In  each 
of  the  other  areas  corn,  oats,  barley,  rye,  and  flax  are  grown  in  con- 
siderable quantities,  but  wheat  is  the  principal  crop.  Within  each  of 
these  producing  areas  there  are  differences  of  variety.  These  different 
kinds  and  varieties  have  different  uses  and  find  their  way  to  different 
markets  at  home  and  abroad. 

The  location  of  various  producing  areas  with  respect  to  market 
outlets  influences  the  character  of  the  local  and  the  central  market- 
ing structure.  In  the  southwestern  part  of  the  winter-wheat  area 
a  great  deal  of  local  milling  prevails,  together  with  extensive  for- 
warding of  surplus  wheat  direct  from  local  points  to  the  Gulf  for 
export.  The  spring-wheat  area  is  further  removed  from  mill  and 
export  outlets.  Mills  centered  in  Minneapolis  absorb  most  of  the 
hard  red  spring  wheat,  and  storage  space  must  be  provided  to  hold 
a  large  part  of  the  crop  until  it  is  needed  for  milling  purposes.  At 
the  head  of  the  Great  Lakes,  where  the  assembling  of  great  quan- 
tities of  the  durum  wheat  and  spring  wheat,  r}Te,  and  flax  takes 
place,  for  movement  across  the  Great  Lakes  to  manufacturers  or 
for  export,  it  has  been  found  necessary  to  erect  warehouses  capable 
of  storing  the  shipment  from  country  points  during  the  fail  and 
winter  until  spring  navigation  opens.  With  the  development  of 
cheap  lake  transportation  of  grain,  Buffalo  has  rapidly  become  an 
important  milling  center. 

In  considering  the  grain-marketing  machinery  it  is  essential  to 
recognize  that  both  the  local  and  the  terminal  grain-marketing  struc- 
ture, as  well  as  the  practices  of  any  successful  organization,  must 
be  in  harmony  with  these  differences  in  production  and  marketing 
conditions.  This  suggests  that,  as  grain  farmers  extend  their  coop- 
erative-business efforts  into  central  marketing  operations,  the  organi- 
zation structure  and  operating  procedure  should  be  shaped  along 
regional  lines. 

The  developments  of  the  last  few  years  indicate  that  farmers  desire 
to  extend  their  grain-marketing  activities  beyond  the  country-ele- 
vator stage.  Considerable  progress  has  been  made.  The  experience 
gained  enables  us  to  draw  certain  conclusions  as  to  the  possibilities, 
as  well  as  the  limitations,  of  large-scale  farmer-owned  grain-market- 
ing associations.  It  is  generally  believed  that  beginning  with  the 
handling  facilities  at  the  local  point,  there  is  need  for  increased  effi- 
ciency in  local-management  activities.  If  competent  supervision  of 
local  managers  were  provided  by  a  central  organization,  greater  effi- 
ciency could  probably  be  maintained  in  such  matters  as  (1)  grading 
and  docking  practices,  (2)  determination  of  proper  local  handling 
margins  or  handling  costs,  (3)  more  competent  handling  of  grain  in 
local  elevators,  (4)  keeping  of  necessary  local  records  and  accounts, 
and  (5)  more  satisfactory  handling  of  problems  of  competition  as 
well  as  relations  with  members  of  the  association. 

The  transfer  of  certain  of  the  activities  now  generally  handled  by 
local  elevators  to  a  central  agency  would  probably  effect  savings  as 
well  as  some  improvements  and  would  eliminate  certain  types  of 
losses.  By  placing  such  functions  as  local  insurance,  bonding,  audit- 
ing, and  other  similar  functions  in  the  hands  of  a  central  agency, 
costs  can  be  materially  reduced. '  By  turning  over  all  hedging  opera- 
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tions  to  a  central  agency,  grain  can  be  more  closely  hedged  and  losses 
from  speculations  of  local  managers  avoided. 

It  also  appears  that  in  terminal  market  operations  there  are  also 
opportunities  for  some  savings  as  well  as  improvements.  In  the  first 
place,  with  adequate  volume  of  business  and  membership  on  grain 
exchanges  it  is  likely  that  some  savings  in  commissions  on  cash  and 
future  transactions  can  be  realized.  The  possible  per  bushel  savings 
from  these  sources  would,  of  course,  be  small,  but  for  a  large  volume 
of  grain,  the  amount  would  be  substantial.  Again,  there  is  need  for 
some  central  agency  to  act  not  only  as  a  clearing  house  for  direct 
sales  between  local  elevators,  mills,  and  feeders  in  different  areas, 
but  also  for  the  purchase  in  favorable  quantities  of  supplies  desired 
by  farmer  members. 

The  operation  of  terminal  elevator  facilities  by  a  farmer  organiza- 
tion should  be  advantageous.  It  would  provide  facilities  for  increas- 
ing the  value  of  grain  by  cleaning,  conditioning,  and  mixing.  Grain 
could  be  prepared  for  direct  sale  to  mills  according  to  specifications. 
There  is  also  need  for  terminal  storage  facilities  where  grain  may 
be  stored  in  such  a  manner  that  premium  values  may  be  maintained 
and  losses  from  price  "  spreads  "  avoided. 

In  the  case  of  large-scale  associations,  operated  so  as  to  take  title 
to  the  grain  produced  by  members,  control  may  be  exercised  over 
the  movement  of  grain  to  market.  If  the  volume  of  grain  thus  con- 
trolled represented  a  considerable  part  of  the  supply  it  might,  at 
times,  be  possible  to  exercise  a  stabilizing  influence  on  prices. 

In  addition  to  the  foregoing  possibilities,  it  would  probably  be 
found  that  the  existence  of  large  farmer-owned  terminal  grain- 
marketing  agencies  would  exert  a  wholesome  influence  on  trading 
operations  and  would  do  much  toward  satisfying  the  producer  that 
his  interests  were  being  safeguarded  throughout  the  different  phases 
of  the  marketing  process. 

These  are  practical  benefits  which  appear  possible  of  achievement 
through  the  formation  of  large-scale  cooperative  grain-marketing 
associations.  There  are  possibly  other  benefits  which  may  be  obtained 
though  the  probabilities  of  attainment  appear  more  remote. 

The  difficulties  and  limitations  of  such  large-scale  cooperative 
grain-marketing  associations  should  not  be  overlooked.  To  be  suc- 
cessful, such  an  organization  must  have  sufficient  volume  and  be 
adequately  financed  and  capably  managed.  Many  farmers  have  lost 
money  in  previous  ventures  and  will  hesitate  to  enter  any  further 
organizations  of  this  kind.  Farmers,  generally,  are  as  yet  unin- 
formed regarding  terminal  grain-marketing  methods  and  problems, 
and  much  educational  work  needs  to  be  done  before  grain  farmers, 
as  a  whole,  become  useful  and  informed  members  of  such  organiza- 
tions. 

Recent  developments  in  the  field  of  cooperative  grain  marketing 
suggest  the  need  for  coordination  of  activities.  There  is  an  increas- 
ing body  of  opinion  favorable  to  a  linking  together  of  cooperative 
elevators  with  cooperative  selling  service  in  the  terminal  markets. 
There  is  a  feeling,  also,  that  the  farmers'  terminal  commission 
agencies  and  wheat  pools  should  effect  a  closer  working  arrange- 
ment since  recent  developments  indicate  less  difference  in  the 
operating  practices  of  these  organizations  than  previously  existed. 


82  CIRCULAR   94,  U.   S.   DEPARTMENT  OF  AGRICULTURE 

There  is  every  reason  to  believe  that  the  most  advantageous  grain- 
marketing  system  which  producers  can  devise  will  be  one  linking  the 
existing  farmer-owned  country  and  terminal  elevators  with  a  na- 
tional cooperative  sales  organization  rendering  an  effective  marketing 
service. 

Interest  in  the  possible  coordination  of  these  separate  cooperative 
agencies  has  increased  materially  in  recent  years.  The  degree  of 
success  thus  far  attained  by  large  cooperative  grain  marketing  asso- 
ciations, in  spite  of  a  division  of  interests,  coupled  with  the  accom- 
plishments of  farmers'  organizations  in  fields  where  a  greater  degree 
of  centralization  obtains,  has  caused  many  to  consider  the  possibilities 
of  greater  results  in  grain  marketing  if  coordination  of  existing 
agencies  were  brought  about. 

COOPERATIVE  MARKETING  OF  RICE 

Several  types  of  farmers'  cooperative  marketing  organizations  have 
operated  within  the  rice  areas  of  the  United  States.  Some  have  met 
with  success,  and  others  have  not.  The  organizations  now  in  opera- 
tion are  of  two  types.  The  first  of  these  is  represented  by  the  Ar- 
kansas Rice  Growers  Association,  at  Stuttgart,  Ark.,  and  the  River 
Farms  Rice  Growers  Association,  at  Baton  Rouge,  La.,  which  mill 
rough  rice  and  sell  the  milled  product.  The  other  type  is  represented 
by  the  American  Rice  Growers  Cooperative  Association,  with  head- 
quarters at  Lake  Charles,  La.,  and  the  Rice  Growers  Association  of 
California,  with  headquarters  at  Sacramento,  Calif.,  which  usually 
sell  only  rough  rice  for  their  farmer  members. 

Regardless  of  the  type  of  cooperative  organization,  however,  the 
chief  function  of  these  associations  is  to  obtain  the  highest  possible 
price  for  each  farmer's  lot  of  rough  rice,  which  is  consistent  with 
supply  and  demand  conditions.  Marketing  as  well  as  production 
is  an  integral  part  of  the  business  of  farming  and  must  be  closely 
linked  with  the  operations  of  the  farm.  In  order  to  do  this  farmers, 
through  group  effort,  must  provide  themselves  with  certain  business 
and  other  facilities  to  assist  them.  Cooperative  organization  is  an 
instrument  or  a  form  of  business  organization  that  has  been  found 
helpful  in  accomplishing  this  task  among  rice  farmers. 

Cooperative  marketing  associations  handling  rough  rice  have,  with 
varying  degrees  of  effectiveness,  been  able  to  (1)  restrict  competi- 
tion among  themselves  and  among  local  groups;  (2)  become  thor- 
oughly informed  concerning  the  quality  characteristics  of  their  raw 
materials;  (3)  obtain  thorough  current  information  concerning  the 
price-making  factors  of  their  raw  commodity;  (4)  provide  facilities 
whereby  they  can  free  the  supply  of  rough  rice  into  the  market  in 
a  manner  which  will  obtain  the  highest  possible  net  returns;  (5)  ad- 
just their  production  to  both  the  quality  and  the  type  of  rice 
required  by  consumers;  (6)  develop  new  market  outlets  for  both 
the  rough  and  the  milled  rice;  (7)  improve  trade  practices  in  the 
handling  of  both  the  raw  material  and  the  finished  products;  and 
(8)  develop  a  lasting  good  will  for  the  rice  industry. 

The  plan  of  organization  and  operation  of  the  American  Rice 
Growers  Cooperative  Association  illustrates  how  these  objectives  are 
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being  accomplished.  This  description  covers  that  association  in 
particular  and  the  other  associations  only  in  a  general  way,  as  they 
all  vary  in  certain  details  of  organization  and  operation. 

The  American  Rice  Growers  Cooperative  Association  operates  in 
three  southern  rice-producing  States — Arkansas,  Louisiana,  and 
Texas.  It  consists  of  local  selling  offices,  one  Federal  State  grading 
office  in  each  State,  and  a  central  or  coordinating  office.  During  the 
1928-29  season  local  offices  operated  at  Beaumont  and  Houston.  Tex., 
and  at  Sulphur.  Lake  Charles,  Iowa,  and  Welsh,  La.  One  Federal- 
State  grading  office  operated  at  Beaumont,  Tex.,  and  the  central  office 
operated  at  Lake  Charles,  La. 

The  association  prepared  its  marketing  program  to  overcome  sev- 
eral outstanding  difficulties  which  faced  rice  growers  when  they  sold 
rice  independently.  Some  of  the  most  important  of  the  difficulties 
that  have  been  overcome  are  (1)  lack  of  any  uniform  grades  for 
rough  rice;  (2)  lack  of  unbiased  current  information  regarding  the 
demand  and  selling  prices  of  both  rough  and  milled  rice;  (3)  lack 
of  facilities  for  improving  the  quality  and  type  of  rice  to  that 
required  by  consumers;  and  (4)  lack  of  uniform  trade  practices 
between  the  numerous  rice-proclucing  and  selling  communities,  espe- 
cially in  regard  to  the  handling  and  settling  of  weights  and  rejec- 
tions when  rough  rice  is  delivered  to  mill  buyers. 

The  local  sales  offices,  the  Federal-State  grading  offices,  and  the 
central  office  each  have  definite  functions  to  perform  in  order  to 
eliminate  these  difficulties. 

The  local  sales  offices  provide  a  competition  bidding  or  what 
amounts  to  an  auction  system  for  selling  the  members'  rice.  The 
grower  has  the  power  to  accept  or  reject  bids  offered  by  buyers.  The 
local  manager  is  in  a  position  to  assist  the  grower  with  market  infor- 
mation and  advice.  The  local  office  also  secures  the  samples  of  the 
growers'  rough  rice  for  the  inspection  and  grading  by  the  Federal- 
State  graders,  and  supervises  the  "  weighing  out  "  and  "  grading 
out "  and  also  the  settlement  of  rejections  when  the  buyer  takes 
delivery  of  the  rice. 

The  Federal-State  grading  office  maintains  a  complete  rough-rice 
grading  laboratory  and  issues  Federal-State  grade  certificates  show- 
ing the  quality  characteristics  and  grade  of  each  lot  of  rice.  United 
States  Department  of  Agriculture  grades  are  used,  and  the  grading 
work  is  supervised  by  that  department.  The  fact  that  the  Federal- 
State  grading  office  is  under  the  supervision  of  the  United  States 
Department  of  Agriculture,  assures  strictly  neutral  grading.  In 
addition,  the  facilities  of  the  grading  office  are  used  to  provide 
growers  with  seed  analysis  and  germination  tests.  This  latter  service 
has  proved  very  helpful  to  the  growers,  for  it  is  assisting  them  to 
improve  the  quality  of  their  rice. 

Weekly  news  letters  are  sent  to  members  of  the  association,  giving 
prices  of  rough  rice  throughout  the  Rice  Belt,  by  uniform  grades, 
and  important  information  concerning  the  milled-rice  market.  Daily 
reports  keep  local  sales  managers  informed  of  market  conditions 
during  the  entire  marketing  season.  This  work  is  done  at  the  central 
or  coordinating  office. 
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Progress  of  this  association,  which  began  operation  under  the 
above  plan  during  the  1928-29  marketing  season,  indicates  that  the 
farmers  appreciate  these  services.  Roughly,  the  association  handled 
during  the  1928-29  season  1,400,000  barrels  of  rough  rice,  valued  at 
approximately  $5,000,000.  Plans  now  being  carried  out  indicate  that 
considerable  expansion  will  be  made  in  preparation  for  the  1929-30 
marketing  season. 

The  Rice  Growers  Association  of  California  operates  on  a  similar 
basis.  The  principal  exceptions  in  the  organization  are  that  all  the 
rice  is  sold  at  one  central  office  and  that  the  local  contacts  are  main- 
tained through  a  permanently  located  field  service  which  performs 
all  the  functions  of  collecting  samples  and  of  grading  out  and 
weighing  out  the  rice  when  the  buyer  takes  delivery. 

The  California  Association  has  expanded  the  market  for  its  rice 
through  export  channels  and  has  successfully  operated  two  export 


Figure  6.— Cooperative  Cotton-marketing  Associations,  1929 


Cooperative  cotton-marketing  associations  are  operating  in  every  important  cotton- 
producing  State.  No  cotton  grower  is  without  access  to  a  cooperative-marketing 
association 

plans  for  handling  surplus  crops.     Over  90  per  cent  of  the  rice 
growers  of  California  belong  to  this  association. 

COOPERATIVE  MARKETING  OF  COTTON 

The  present  development  of  cooperative  marketing  of  cotton  began 
on  April  12,  1920,  when  representatives  from  all  the  cotton-produc- 
ing States  assembled  in  convention  at  Montgomery,  Ala.,  for  the 
purpose  of  evolving  a  uniform  plan  for  organizing  the  cotton  farm- 
ers into  marketing  associations.  The  first  significant  and  outstand- 
ing result  of  this  cotton  convention  was  the  formation  of  the  Okla- 
homa Cotton  Growers  Association  on  April  26,  1921.  This  was  the 
first  of  the  large-scale  centralized  cotton  cooperatives  that  are  operat- 
ing to-day.     During  the  next  two  years  similar  associations  were 
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formed  in  every  important  cotton-producing  State.  At  present  there 
are  16  of  these  state-wide  or  regional  cooperative  cotton-marketing 
associations,  extending  all  the  way  from  Xorth  Carolina  to  Cali- 
fornia.     (Fig.  6.) 

Several  attempts  at  cooperative  organization  among  cotton  grow- 
ers have  been  made  during  the  last  50  years,  but  none  of  the  associa- 
tions organized  prior  to  1921  became  permanent  business  organiza- 
tions. The  first  cooperative  effort  on  record  among  cotton  growers 
was  the  collective  selling  of  cotton  by  the  Grange,  or  Patrons  of  Hus- 
bandry, in  Alabama.  Georgia.  Mississippi,  and  Louisiana  during  the 
early  seventies.  Under  this  plan  a  number  of  established  cotton 
firms  were  appointed  as  sales  agents  to  handle  cotton  for  growers  on 
a  commission  basis.  This  arrangement  was  of  short  duration,  how- 
ever, as  the  agents  did  not  obtain  satisfactory  prices  for  the 
producers. 

Another  effort  in  cooperative  cotton  marketing  was  made  by  the 
Farmers'  Educational  and  Cooperative  Union  following  its  forma- 
tion in  1902.  In  this  instance  the  principal  emphasis  was  placed  on 
the  establishment  of  cooperative  warehouses,  and  very  little  attention 
was  paid  to  selling.  It  seems  to  have  been  more  of  a  holding  than 
a  selling  movement,  at  least,  holding  cotton  for  higher  prices  was 
probably  overemphasized,  and  the  development  of  a  proper  selling 
organization  was  neglected.  This  effort  failed  to  develop  generally 
and  only  resulted  in  the  establishment  of  a  few  local  cooperative 
warehouses. 

In  1917  a  movement  of  considerable  educational  value  was  started 
in  Texas  for  the  formation  of  local  community  associations  aiming  to 
improve  the  quality  of  cotton  by  advocating  the  growing  of  a  single 
variety  in  a  community,  by  encouraging  improved  ginning  and 
baling  methods,  and  by  selling  cotton  in  large  uniform  lots.  This 
work  was  conducted  jointly  by  the  United  States  Department  of 
Agriculture  and  the  Texas  Agricultural  and  Mechanical  College. 
A  classing  service  was  provided  whereby  the  farmers  in  an  organized 
local  community  could  know  the  actual  class  and  staple  of  cotton 
before  it  was  sold.  The  principal  idea  in  this  program  was  to  get 
farmers  to  produce  quality  cotton  and  to  assist  them  in  obtaining 
proper  values  for  it.  This  type  of  local  community  development 
made  considerable  progress  in  Texas  and  other  States  up  to  1921, 
when  the  present  state-wide  cooperative  cotton-marketing  associa- 
tions were  formed  (6). 

The  cooperative  efforts  on  the  part  of  cotton  farmers  to  improve 
the  marketing  conditions  described  in  the  preceding  paragraphs  are 
sufficient  to  indicate  the  unrest  and  dissatisfaction  of  growers  with 
the  old  traditional  system  of  marketing  cotton.  Xumerous  other 
efforts  might  be  cited,  but  the  above  furnish  the  background  for 
the  more  recent  cooperative  development  in  this  commodity.  Per- 
haps the  greatest  grievance  of  the  grower  was  his  inability  to  obtain 
justified  premiums  for  quality  cotton.  To  the  average  grower,  there 
was  no  price  incentive  for  the  improvement  of  quality.  Local  buyers 
usually  paid  a  "  hog  round  "  price  for  cotton,  with  the  result  that 
the  better  grades  and  longer  staples  were  severely  penalized.  An- 
other cause  of  dissatisfaction  was  the  wide  variations  in  the  price 
of  the  same  quality  of  cotton  on  the  same  day.     Abundant  evidence 
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is  available  showing  almost  unbelievably  large  differences  between 
prices  of  the  same  grade  of  cotton  on  the  same  market  on  the  same 
day  and,  also,  between  cotton  of  the  same  grade  on  different  markets 
on  the  same  day.  Discriminations  of  this  kind,  whether  intentional 
or  not,  have  unquestionably  influenced  the  organization  of  growers 
into  marketing  associations  for  the  purpose  of  obtaining  equitable 
consideration. 

DEVELOPMENT    OF   LARGE-SCALE    COTTON    COOPERATIVES 

While  there  long  had  existed  in  the  minds  of  the  cotton  growers 
a  dissatisfaction  with  the  prevailing  cotton-marketing  system,  it  was 
the  low  prices  of  1920-21  that  moved  growers  to  the  point  of  organ- 
ized effort  with  respect  to  cotton  marketing.  In  June,  1920,  mid- 
dling cotton  sold  at  New  Orleans  for  40.52  cents  per  pound;  in 
December,  it  brought  only  14.64  cents  per  pound;  and  by  March, 
1921,  it  had  declined  to  11.08  cents.  In  the  spring  of  1921  middling 
cotton  sold  as  low  as  8  cents  per  pound  at  some  country  markets. 
The  fact  that  the  1919  and  1920  crops  had  been  produced  at  the 
high  costs  which  prevailed  during  the  post-war  period,  of  course, 
accentuated  the  economic  depression  among  cotton  growers  and  south- 
ern business  interests. 

It  is  quite  natural  that  these  conditions  should  bring  to  a  climax 
the  average  grower's  dissatisfaction  with  the  existing  cotton-market- 
ing system.  The  situation  was  extremely  favorable  for  arousing  the 
cotton  grower  to  the  point  of  organizing.  State  colleges  of  agricul- 
ture, State  extension  services,  and  State  departments  of  agriculture 
all  worked  together  in  establishing  these  cooperative  associations. 
Existing  farmers'  organizations,  such  as  the  farm  bureau,  played  a 
leading  role  in  some  States.  Newspapers  were  generally  favorable 
to  the  movement  and  carried  much  material  helpful  to  the  organiza- 
tions. Membership  campaigns  were  made  under  high  pressure  to 
obtain  an  established  quota  within  a  prescribed  time. 

Similar  plans  of  organization  were  followed  in  each  State.  All 
the  associations  were  of  a  nonstock,  nonprofit,  centralized  type  and 
were  incorporated  under  the  laws  of  their  respective  States.  These 
laws  were  placed  on  the  statute  books  for  the  primary  purpose  of 
permitting  the  cotton  and  other  associations  to  organize.  In  join- 
ing, a  member  signed  a  contract  which  called  for  the  delivery  of  his 
cotton  to  the  association  for  a  period  of,  usually,  five  years.  During 
the  organization  campaigns  of  the  associations  it  has  been  estimated 
that  approximately  150,000  members  were  signed,  representing  about 
3,000.000  bales  of  cotton.  Deliveries  during  the  first  year  of  opera- 
tion amounted  to  considerably  less  than  1,000.000  bales  of  cotton,  or 
about  30  per  cent  of  the  total  bales  signed.  New  members  were 
signed  from  year  to  year,  however,  and,  by  the  1925-26  season,  the 
total  membership  of  cotton  cooperatives  was  in  the  neighborhood  of 
280,000. 

During  the  first  year  of  cooperative  cotton  marketing,  1921-22, 
when  only  four  large  associations  had  been  organized,  approximately 
350,000  bales  were  marketed  cooperatively,  and  an  increase  in  baleage 
continued  until  the  1925-26  season,  when  nearly  1,500,000  bales,  or 
9  per  cent  of  the  United  States-  cotton  crop,  were  marketed  coopera- 
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tively.     Table  3  shows  the  number  of  bales  handled  cooperatively,  by 
years,  since  1921,  when  the  first  cotton  cooperative  was  organized. 

Table  3. — Large-scale  cotton  marketing  associations  and  cotton  marketed  coop- 
eratively, J 921-22  to  1928-29 


Season 

Large- 
scale    ;     PnttnTn 

associ-  <      11VC1J' 
ations  1 
1 

Per- 
cent- 
age of 
total 
pro- 
duction 

Season 

Large- 
scale 
cotton 
mar- 
keting 
associ- 
ations 

Cotton 
marketed 
coopera- 
tively 

Per- 
cent- 
age of 
total 
pro- 
duction 

\Number<       Bales 
1921-22                                         4           351. 839 

Per  cent 
4.4 
7.7 
9.0 
8.0 

1925-26 

Number 
13 
14 
14 
14 

Bales 

1, 461, 986 

1,  206,  639 

817,  287 

i  1, 114,  254 

Per  cent 
9.0 

1922-23 

9 
13 
13 

754,  002 

925,  221 

1,  092,  553 

1926-27 

6.7 

1923-24 

1924-25 

1927-28 

6.3 

1928-29 

7.8 

i  To  March  15,  1929. 

The  chief  purposes  of  the  cotton  cooperatives  were  to  market  cotton 
in  a  businesslike  manner;  to  avoid  "  dumping  "  of  cotton  in  the  fall, 
through  orderly  marketing — that  is,  through  a  somewhat  equal 
monthly  distribution  of  sales  over  the  entire  year;  to  obtain  full 
value  for  grade  and  staple  of  the  cotton  produced;  and  to  effect 
savings  by  making  sales  direct  to  the  spinners  and  manufacturers. 
In  the  organization  campaigns  for  members,  however,  great  stress 
was  laid  upon  the  importance  of  placing  a  large  volume  of  the  crop 
under  contract  with  the  association.  The  underlying  philosophy  of 
some  of  the  organizers  and  promoters  was  that  of  monopoly  control, 
that  is,  price  improvement  through  ownership  or  control  of  a  large 
proportion  of  the  total  supply  of  cotton.  This  idea  was  so  strongly 
emphasized  that  it  remains  even  to-day  in  the  minds  of  thousands  of 
growers  (7). 

A  great  deal  of  emphasis  was  also  placed  on  "  orderly  marketing  " 
during  the  organization  period,  which  was  interpreted  by  many  of 
the  organization  leaders  to  mean  that  the  cotton  should  be  marketed 
in  uniform  quantities  month  by  month  during  the  crop  year.  While 
this  interpretation  of  "  orderly  marketing  "  was  widely  advocated 
during  the  membership  campaigns,  cotton  was  never  actually  sold 
entirely  according  to  such  a  program.  It  is  generally  understood 
that  this  idea  of  a  sales  program  was  based  upon  the  theory  that 
cotton  prices  are  always  depressed  to  an  unreasonable  degree  during 
the  heavy  marketing  period  in  the  fall  and  that,  after  the  cotton 
leaves  the  farmer's  hands,  prices  immediately  rise.  This  was  known 
as  the  autumnal  clip.  Studies  of  the  behavior  of  cotton  prices  do  not 
demonstrate  that  this  situation  regularly  exists  nor  that  prices  im- 
prove greatly  from  fall  to  spring  over  a  period  of  years.  On  an 
average,  the  price  probably  increases  just  sufficiently  to  compensate 
for  carrying  charges. 

The  officers  in  charge  of  the  price  and  sales  policies  of  the  associa- 
tions soon  learned  that  "  orderly  marketing  "  was  much  better  in 
theory  than  in  practice  and  that  a  marketing  program  must  vary 
from  year  to  year,  on  account  of  different  supply  and  demand  condi- 
tions. Cotton  must  be  sold  when  there  is  a  demand  for  it.  Co- 
operative associations  have  made  considerable  progress  in  the  matter 
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of  sales  and  price  policies  and  have  learned  to  interpret  their  market- 
ing program  as  one  in  which  they  are  merchandising  their  product, 
that  is,  being  prepared  to  sell  and  deliver,  not  only  the  quality,  but 
also  the  quantity  of  the  product  in  accordance  with  demand  as 
expressed  by  the  buyers  with  whom  they  are  dealing. 

Cotton  cooperatives  have  been  at  some  disadvantage,  no  doubt, 
because  of  their  inability  to  sell  cotton  ahead  of  delivery.  Many 
cotton  merchants  make  forward  sales  or  commitments  to  mills  and 
fill  them  as  the  crop  is  harvested.  The  cooperatives,  therefore,  have 
not  been  able  to  compete  for  this  early  season  mill  business,  and 
consequently  have  had  to  carry  cotton  for  a  longer  period  of  time 
before  selling  it.  This  situation,  together  with  more  or  less  adher- 
ence to  the  "  orderly  marketing  "  selling  program,  reacted  favorably 
toward  the  cooperatives  during  the  first  few  years  of  their  existence. 
The  price  trends  were  upward  during  the  marketing  season  1922-23 
and  during  the  first  part  of  the  1923-24  season.  A  similar  trend 
also  existed  during  the  1924r-25  season.  Consequently,  the  associa- 
tions that  were  attempting  to  follow  the  "  orderly  marketing  "  pro- 
gram gained  from  these  advanced  prices  during  the  season  and  were 
able  to  obtain  for  their  members  an  average  price  for  the  season 
which  was  relatively  higher  than  that  which  prevailed  during  the 
fall  of  the  year. 

But  in  1925-26  and  in  1926-27  prices  moved  in  an  entirely  dif- 
ferent manner,  and  the  "  orderly  marketing  "  policy  of  distributing 
sales  rather  equally  throughout  the  year  did  not  result  in  the  asso- 
ciations' returning  as  high  an  average  price  for  the  season  as  pre- 
vailed during  the  early  marketing  period.  This  situation  naturally 
resulted  in  some  associations  making  returns  to  their  members  which 
were  lower  than  nonmembers  had  received  who  sold  during  the  fall 
of  the  year.  The  large  crop  during  the  1926-27  season,  as  is  well 
known,  brought  about  a  condition  of  unusually  low  prices  and  finan- 
cial stringency,  which  forced  many  grower-members  to  sell  their 
cotton  outside  the  association. 

The  cotton  associations,  as  they  were  originally  organized,  pro- 
vided for  the  pooling  of  all  cotton  on  a  seasonal  basis.  It  soon  be- 
came apparent  that  the  seasonal  pools  did  not  meet  the  financial 
conditions  of  many  growers.  In  the  first  place,  the  majority  of 
cotton  growers  are  dependent  upon  local  merchants,  cotton  dealers, 
and  bankers  for  their  production  credit.  The  credit  arrangements 
are  such  that  they  must  usually  liquidate  their  loans  as  soon  as  the 
cotton  crop  is  harvested.  This,  of  course,  presents  a  serious  obstacle 
to  cooperative  marketing  where  the  cotton  is  pooled  on  a  seasonal 
basis,  unless  the  creditor  is  sympathetic  and  favorable  to  the  coopera- 
tive method.  Furthermore,  the  financial  situation  of  the  individual 
grower  often  requires  a  pool  of  short  duration.  The  value  of  money 
is  not  the  same  to  all  growers.  The  longer  the  pooling  period  the 
more  complex  is  the  credit  situation  to  some  farmers.  In  other 
words,  the  financial  circumstances  of  some  growers  often  makes  it 
difficult  for  them  to  market  through  a  seasonal  pool. 

OPERATION  UNDER  THE   NEW  MARKETING  AGREEMENTS 

When  the  original  5-year  contracts  expired,  the  'cotton  cooperatives 
set  about  arranging  for  new  marketing  agreements  with  their  mem- 
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bers.  It  was  already  evident  to  the  association  officials  that  certain 
radical  changes  had  to  be  made  in  the  contracts  as  well  as  in  the 
operating  methods  and  policies.  Perhaps  the  most  important 
changes  which  the  cotton  cooperatives  offered  the  members  for  a 
second  contract  period  were  those  creating  short-time  pools,  includ- 
ing the  operation  of  daily  pools,  30-day  pools,  and  seasonal  pools, 
and  giving  the  farmer  the  option  of  choosing  the  particular  tim§. 
pool  to  which  he  wished  his  cotton  to  go.  In  the  daily  pool,  for 
instance,  the  grower  is  permitted  to  choose  the  day  of  safe.  In  case 
a  spot  sale  01  that  particular  quantity  can  not  be  made  on  the  date 
chosen  by  the  grower,  the  association  sells  an  equivalent  quantity 
on  the  futures  market.  This  hedge  is  liquidated  at  some  future  date 
when  the  actual  cotton  is  disposed  of  through  the  cotton-marketing 
outlets  of  the  association. 

Another  important  change  in  the  new  marketing  contracts  was 
a  provision  to  enable  the  grower  member  to  exercise  the  privilege 
of  withdrawing  from  the  association  during  a  certain  15-day  or 
20-day  period  each  year.  This  enables  the  dissatisfied  member  to 
withdraw  from  the  association,  if  he  so  desires.  In  some  instances 
die  association  is  also  empowered,  at  the  discretion  of  the  board  of 
directors,  to  terminate  a  grower's  membership  and  cancel  his  mar- 
keting contract. 

During  the  first  few  years  it  was  the  practice  of  cooperatives  to 
distribute  the  exact  distributable  proceeds  of  each  grade  and  staple 
pool  to  the  members  participating  in  it,  without  regard  to  prices 
being  returned  to  members  from  other  pools.  Each  pool  was  treated 
separately  as  though  it  were  the  only  pool.  Before  long  it  was 
discovered  that,  in  some  instances,  higher  prices  per  pound  were 
being  paid  for  the  lower  grades  and  shorter  staples  than  for  higher 
grades  and  longer  staples.  Obviously  this  was  not  as  it  should  have 
been.  The  trouble  developed  in  this  way:  Cotton  prices  fluctuate 
rather  widely  in  some  years,  and  throughout  the  year  sales  are  made 
at  different  price  levels.  If  it  happens,  for  instance,  that  the  de- 
mand for  the  cotton  in  a  certain  pool,  say,  good  middling  inch  cot- 
ton, is  such  that  the  pool  is  closed  out  at  relatively  lower  prices  than 
a  pool  of  low  middling  inch  cotton,  then  the  lower  quality  will  prob- 
ably be  paid  a  price  out  of  line  with  the  higher  quality. 

This  situation  has  been  corrected  to  a  large  extent  by  carrying  the 
sales  of  all  seasonal  pools  in  one  sales  account  and  distributing  the 
total  net  distributable  amount  to  the  various  pools  in  proportion 
to  the  quantity  in  each  pool  and  in  accordance  with  commercial  grade 
and  staple  differences.  In  this  manner  the  member  receives  full 
value  for  his  cotton  on  a  quality  basis  and  is  given  the  production 
incentives  necessary  to  an  improvement  of  his  quality. 

With  the  exception  of  the  Staple  Cotton  Cooperative  Association 
(11),  the  cotton  cooperatives  sold  only  a  small  proportion  of  their 
cotton  direct  to  mills  during  the  first  years  of  operation.  One  of  the 
obstacles  experienced  in  doing  business  direct  with  mills  was  the 
inability  of  the  associations,  as  originally  organized,  to  sell  on 
buyers'  call.  This  situation,  however,  was  remedied  by  the  forma- 
tion of  subsidiary  sales  corporations  which  could  regularly  buy  and 
sell  for  the  associations  on  the  futures  markets.  This  change  in 
operating  procedure,  as  well  as  in  sales  policies,  has  resulted  in  a 
gradual  increase  in  direct- to -mill  sales  on  the  part  of  the  cotton 


40  CIRCULAR   94,  U.   S.   DEPARTMENT  OF  AGRICULTURE 

cooperatives  during  the  last  two  or  three  years.  The  improved 
classing  and  grading  services  offered  by  the  cotton  cooperatives 
to-day  are  enabling  the  cotton  cooperatives  to  establish  close  trade 
contacts  with  mills. 

Distinct  progress  has  been  made  on  the  part  of  the  cooperative 
cotton  marketing  associations  in  adjusting  their  organization  struc- 
ture and  operating  policies  to  render  to  the  grower  members  effec- 
tive marketing  service.  This  is  in  contrast  to  the  overemphasis 
placed  on  monopoly  control  to  effect  higher  prices  during  the  first 
years  after  the  organization  of  the  associations. 

It  may  also  be  said  that  the  cooperative  cotton  marketing  asso- 
ciations have  made  distinct  progress  in  the  reduction  of  operating 
costs.  Considerable  emphasis  was  placed  on  the  importance  of  reduc- 
ing costs  from  the  first.  Much  was  done  toward  reducing  the  costs 
of  storage,  insurance,  interest,  and  other  items,  during  the  entire  first 
period ;  but  the  most  drastic  reductions  in  the  associations'  operating- 
expenses  were  made  following  the  re-sign-up  campaigns,  as  a  result  of 
the  big  decrease  in  volume  of  business.  It  became  imperative  that 
tremendous  decreases  in  expenses  and  salaries  be  made,  in  order  that 
the  per  bale  operating  cost  might  be  kept  within  reason  from  the 
standpoint  of  the  member.  The  result  is  that  some  of  the  associa- 
tions are  to-day  among  the  most  efficient  cooperative  institutions  to  be 
found  anywhere,  so  far  as  office  organization  and  management  are 
concerned. 

In  a  conference  held  by  the  staff  of  the  Division  of  Cooperative 
Marketing  of  the  United  States  Department  of  Agriculture  and 
officials  of  the  cotton  cooperatives,  at  Memphis,  Tenn.,  on  September 
4  and  5,  1928,  for  the  purpose  of  discussing  past  experiences,  the  pres- 
ent situation  and,  so  far  as  possible,  future  developments  in  the  co- 
operative marketing  of  cotton,  it  was  agreed  that  cotton  cooperatives 
should  attempt  to  render  the  following  economic  services  to  growers : 

Grade  and  staple  cotton  accurately  through  classers  licensed  and 
supervised  by  Government. 

Make  returns  to  growers  on  basis  of  grade  and  staple. 

Sell  direct  to  mills. 

Provide  an  efficient  selling  agency  for  members  using  short-time 
pools. 

Obtain  highest  possible  average  seasonal  pool  prices  through  use 
of  a  trained  sales  force  and  sales  based  on  scientific  analysis  of  market 
conditions. 

Reduce  market  risks  of  individual  growers  by  pooling. 

Store  and  insure  at  minimum  rates. 

Obtain  funds  for  commodity  financing  at  low  rates  of  interest. 

Stimulate  interest  in  better  ginning. 

Encourage  the  production  of  better  staple. 

COOPERATIVE  MARKETING  OF  TOBACCO 

Since  as  early  as  1873  attempts  have  been  made  by  the  tobacco 
growers  to  improve  their  situation  through  cooperative  packing  as- 
sociations, local  sales  agencies,  and  large-scale  marketing  associations. 
In  1918  there  were  53  tobacco  associations  of  one  kind  or  another  in 
the  United  States,  of  which  17  were  strictly  cooperative.     Most  of 


farmers'  cooperative  associations  41 

these  associations  lasted  only  a  few  years ;  and  although  each  effort 
produced  some  results  in  favor  of  the  grower,  these  proved  to  be 
largely  of  a  temporary  nature. 

The  marketing  of  tobacco  has  undergone  a  sort  of  evolutionary 
process,  from  the  hogshead  auction  to  farm  selling,  later  to  the  loose- 
leaf  auction  warehouse,  and  finally  to  cooperative  marketing.  Co- 
operative marketing  of  tobacco  has  had  a  temporary  setback,  but  will 
no  doubt  recover  at  least  some  of  its  lost  ground  eventually.  Al- 
though the  auction-floor  method  of  selling  predominates  at  present, 
farm  selling  and  cooperative  marketing  still  prevail  in  some  sections 
of  the  United  States. 

The  farm  selling  and  auction-floor  methods  of  sale  proved  unsat- 
isfactory, unprogressive,  and  subject  to  abuses.  The  farmer  had 
no  assurance  of  being  able  to  obtain  prices  which  were  justified  by 
the  quality  of  his  product.  Consequently,  an  improved  method  of 
sale  was  sought,  particularly  after  the  low  prices  prevailing  for 
the  large  crop  of  1920,  which  was  sold  during  the  time  of  drastic 
deflation  in  all  prices.  As  in  almost  every  other  commodity  group, 
the  greatest  development  of  cooperative  tobacco-marketing  associa- 
tions resulted  from,  or  was  at  least  furthered  by,  a  period  of  eco- 
nomic depression  and  marketing  difficulties. 

Cooperation  among  tobacco  growers  has  followed,  for  the  most 
part,  three  general  lines :  Cooperative  packing  houses,  cooperative 
sales  agencies,  and  large-scale  cooperative  marketing  associations. 
Through  cooperative  packing  the  farmers  were  able  to  pack  com- 
plete cases  of  tobacco  of  the  same  quality.  As  a  rule,  however,  the 
packing  houses  were  not  successful,  chiefly  for  three  reasons:  (1) 
They  were  not  able  to  operate  throughout  the  year,  (2)  the  deliveries 
were  uncertain,  and  (3)  there  was  no  special  method  of  selling  the 
packed  tobacco. 

In  some  sections  growers  have  organized  cooperative  sales  agencies 
in  connection  with  the  cooperative  packing  establishments.  In 
others  the  sales  agencies  were  formed  independently  of  the  coopera- 
tive packing  plants,  in  which  case  the  cooperative  agency  merely 
performed  the  function  of  a  commission  agent,  as  the  farmers  then 
shipped  their  tobacco  for  sale  under  consignment. 

Large-scale  cooperative  marketing  associations  have  been  formed 
at  some  time  in  practically  every  tobacco-producing  area  of  the 
country.  The  tobacco  grower  signed  a  contract  to  deliver  his  to- 
bacco to  the  association,  commonly  called  the  "  pool,"  for  a  certain 
number  of  years;  the  association  was  to  grade,  store,  and  sell  his 
tobacco  to  the  best  advantage  and  to  pay  the  grower  for  his  product 
after  deducting  all  operating  expenses.  The  grower  was  paid  an  ad- 
vance when  he  delivered  his  crop  and  other  payments  were  made  at 
intervals  or  when  the  tobacco  was  sold. 

During  the  period  of  the  World  War  the  prices  of  all  types  of 
tobacco  increased,  with  the  result  that  additional  acreage  was  planted. 
The  1920  tobacco  crop  in  the  United  States  amounted  to  1,582,225,000 
pounds  and  was  the  largest  in  the  history  of  the  industry.  Before 
the  1920  crop  was  harvested  war-time  inflation  had  come  to  an  end, 
and  there  was  a  tremendous  slump  in  prices.  The  average  price  of 
all  tobaccos  fell  from  39  cents  in  1919-20  to  21.2  cents  in  1920-21,  a 
decrease  of  45.6  per  cent  in  one  year. 
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This  situation  led  to  general  dissatisfaction  with  the  auction-floor 
system  of  selling  and  gave  fresh  impetus  to  the  development  of  coop- 
erative marketing.  In  the  critical  situation  then  existing  the  farm- 
ers, bankers,-  and  merchants  joined  hands  and  organized  tobacco 
marketing  associations  in  an  effort  to  raise  tobacco  prices  to  a  reason- 
ably profitable  level  and  to  maintain  them  at  that  level.  During  the 
next  few  years  many  growers  abandoned -the  old  systems  of  selling, 
and  in  1925  nearly  300,000  growers,  more  than  half  of  all  the  tobacco 
growers  in  the  United  States,  had  signed  contracts  to  sell  their  tobacco 
crop  according  to  the  cooperative  plan  through  seven  large  coopera- 
tive tobacco  marketing  associations. 

Prior  to  1920  the  associations  had  usually  been  small  and  local. 
The  new  development,  however,  was  the  formation  of  large  central- 
ized associations  with  the  intention  of  controlling  from  50  to  80  per 
cent  of  the  tobacco  crop  in  a  particular  section  or  of  a  certain  type  of 
tobacco. 

The  first  of  the  large  tobacco-marketing  associations  to  be  formed 
was  the  Burley  Tobacco  Growers'  Cooperative  Association,  formed  in 

1921.  This  covered  the  Burley  belt  of  central  Kentucky,  and  small 
areas  in  West  Virginia,  southern  Ohio,  southern  Indiana,  eastern 
Tennessee,  and  northwestern  Missouri.     During  the  following  year, 

1922,  were  formed  the  Tobacco  Growers'  Cooperative  Association, 
covering  the  tobacco  belts  of  Virginia  and  the  Carolinas;  the  Dark 
Tobacco  Growers'  Cooperative  Association  in  western  Kentucky  and 
central  Tennessee ;  the  Connecticut  Valley  Tobacco  Association,  in  the 
cigar-leaf  section  of  Connecticut  and  Massachusetts;  and  the  North- 
ern Wisconsin  Cooperative  Tobacco  Pool  of  the  cigar-leaf  section  of 
Wisconsin.  In  1923,  were  formed  the  Miami  Valley  Tobacco  Grow- 
ers' Association  at  Dayton,  Ohio,  which  markets  cigar-leaf  tobacco, 
and  later  a  small  association  in  Pennsylvania.  The  Maryland  To- 
bacco Growers'  Association,  inaugurated  in  1906,  had  begun  to  be 
active  in  1919.  Besides  these  larger  centralized  associations,  there 
were  17  smaller  local  organizations  marketing  tobacco  or  operating- 
warehouses.  In  all,  in  1925  tobacco  was  being  handled  by  24  coop- 
erative associations  operating  in  15  States  and  serving  nearly  300,000 
farmers.  The  business  of  these  organizations,  in  1925,  was  estimated 
as  $90,000,000. 

Among  the  tobacco  associations  in  1925  were  the  largest  cooperative 
marketing  associations  in  the  United  States,  from  the  standpoint  of 
the  membership.  The  Burley  association  had  108,200  members;  the 
Virginia-Carolina  association  had  96,000,  and  the  Dark  Tobacco 
Growers'  Cooperative  Association  had  over  71,000. 

In  1920  less  than  0.5  per  cent  of  the  tobacco  crop  was  delivered 
to  cooperative  associations.  Three  }^ears  later,  in  1923,  the  coopera- 
tive marketing  of  tobacco  reached  its  zenith  when  44.3  per  cent  of 
the  total  United  States  crop  was  handled  by  six  large  cooperative 
marketing  associations. 

The  decline  of  cooperative  marketing  after  1923  was  rapid.  Dis- 
satisfaction resulting  from  various  causes  began  to  manifest  itself 
among  the  members  of  the  associations.  In  1925  the  Dark  Tobacco 
Growers'  Cooperative  Association  and  the  Miami  Valley  Tobacco 
Growers'  Association  released  the  members  from  their  contracts. 
In  1926  the  Tobacco  Growers'  Cooperative  Association  was  placed  in 
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the  hands  of  receivers.  These  suspensions,  together  with  a  general 
defection  of  members'  deliveries  in  other  associations,  reduced  the 
proportion  of  the  total  production  handled  cooperatively  to  17.3  per 
cent,  in  1926.  In  1927  the  5-year  contracts  which  went  into  force 
in  1922  in  four  associations  had  expired.  The  Burley  association 
ceased  to  operate  on  a  comprehensive  pooling  and  selling  basis  after 
1926,  so  there  remained  in  active  operation  only  two  of  the  large 
associations,  the  Wisconsin  and  Maryland  organizations.  These, 
in  1927,  handled  less  than  2  per  cent  of  the  tobacco  crop  with  a  value 
of  only  $4,192,000. 

These  two  cooperative  associations  now  operating  are  quite  dif- 
ferent in  type  of  organization  and  functions  and  services  performed. 
The  Maryland  Tobacco  Growers'  Association  operates  merely  as  a 
cooperative  sales  agenc}^  for  its  members.  Despite  organized  oppo- 
sition and  internal  difficulties,  it  has  been  able  to  go  forward  in  its 
selling  operations  and  to  retain  the  confidence  of  its  members.  The 
Northern  Wisconsin  Cooperative  Tobacco  Pool  is  the  only  large 
association  now  operating  which  performs  functions  and  services  for 
its  members  other  than  selling  tobacco.  By  good  management  and 
wise  policies  it  has  successfully  handled,  processed,  and  sold  the 
tobacco  of  its  members  at  satisfactory  prices.  To  some  extent,  be- 
cause of  the  type  of  farmers  and  their  economic  conditions,  the 
Wisconsin  pool  had  less  difficulty  in  keeping  its  members  satisfied 
and  loyal  than  associations  operating  in  most  other  tobacco-produc- 
ing areas.  Another  factor  aiding  in  its  success  is  the  fact  that 
there  are  more  companies  manufacturing  cigars  than  most  other 
tobacco  products,  and  therefore  there  is  more  competition  for  the 
cigar  type  of  tobacco,  which  it  handles,  and  better  opportunities  for 
sales. 

Tobacco  is  being  handled  cooperatively  by  small  associations  in 
New  York,  Pennsylvania,  Ohio,  Kentucky,  North  Carolina,  and 
elsewhere,  but  the  total  quantity  is  insignificant. 

COOPERATIVE  MARKETING  OF  LIVESTOCK 

Livestock  is  marketed  cooperatively  through  two  types  of  asso- 
ciation, the  local  shipping  association  and  the  central  cooperative 
sales  agency. 

local  shipping  associations 

There  are  two  kinds  of  shipping  associations:  The  local  associa- 
tion, which  operates  usually  at  one  shipping  point;  and  the  county 
shipping  association,  which  is  usually  a  federation  of  local  shipping- 
associations  in  a  given  county. 

The  local  shipping  association  operates  primarily  as  a  livestock- 
assembling  organization.  Quite  recently,  however,  many  of  these 
associations  have  been  functioning  as  marketing  agencies  by  doing 
their  own  selling.  A  number  of  these  organizations  are  serving 
their  patrons  by  purchasing  for  them  coal,  twine,  fencing,  and  other 
general  farm  supplies. 

The  operation  of  a  shipping  association  is  comparatively  simple. 
At  the  request  of  the  manager,  the  members  and  patrons  bring  their 
livestock  to  the  loading  point  on  designated  shipping  days.     Farmers 
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haul  the  stock  by  truck  or  wagon  to  the  shipping  point,  or  those 
living  near  by  may  drive  their  cattle  to  the  loading  pens.  A  number 
of  shipping  associations  are  now  operating  their  own  trucks  or  are 
hiring  truckmen  to  assemble  the  stock  at  the  shipping  point.  Large 
shipping  associations  usually  have  regular  shipping  days.  Smaller 
associations  ship  whenever  a  carload  of  stock  can  be  assembled.  The 
manager  lists  the  livestock  of  his  patrons,  when  it  is  ready  for 
market,  and  orders  the  cars.  On  the  shipping  clays  he  receives  the 
stock,  marks  it  for  ownership,  weighs  and  loads  it  into  the  cars. 
He  then  lists  the  owner's  number,  the  kind  of  stock,  and  the  weight 
on  a  manifest  sheet,  and  mails  it  to  the  selling  agency  at  the  central 
market. 

Some  associations  are  now  doing  their  own  selling  either  locally 
to  buyers  or  to  packers  located  at  interior  points  or  terminal  markets. 


Cooperative  sales 
agency 


Figure  7.— Associations  Marketing  Livestock,  1928 

Three  States — Iowa,  Minnesota,  and  Illinois — contain  a  large  proportion  of  the 
active  livestock  shipping  associations.  Other  States  in  which  there  are  many  such 
associations  are  Wisconsin,   Ohio,  Michigan,-  Indiana,  and  Missouri 

Where  volume  permits,  the  manager  frequently  grades  hogs  and 
calves.  When  stock  is  graded  at  the  local  shipping  point  it  is  the 
practice  to  mark  for  ownership  only  the  animals  which  are  to  be  sold 
separately  at  the  market.  This  practice  of  home  grading  of  stock 
is  growing,  as  it  gives  the  association  a  more  merchantable  product 
which  may  bring  a  higher  price.  Also,  it  cuts  down  shrink  and 
thereby  increases  shippers'  returns  (12). 

The  county  type  of  shipping  association  usually  has  a  county 
manager,  with  offices  at  some  central  point,  and  assistant  managers 
at  various  loading  points  in  the  county.  The  returns  from  the  com- 
mission associations  in  the  terminal  markets  which  sell  the  stock 
or  from  packers  when  the  livestock  is  sold  direct,  are  usually  sent 
direct  to  the  county  manager,  who  does  the  prorating  and  makes 
returns  to  the  various  managers  of  the  local  associations  who,  in 
turn,  get  out  the  account  sales  and  returns  to  their  patrons. 
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The  first  local  livestock  shipping  associations  were  formed  in  the 
eighties.  The  movement  made  little  progress  for  the  next  30  years, 
and  it  is  only  since  1915  that  large  numbers  of  local  shipping  asso- 
ciations have  sprung  up  in  the  Corn  Belt  and  other  sections  of  the 
United  States. 

There  are  now  approximately  4,500  of  these  associations  in  the 
United  States  (fig.  7),  of  which  3,000  make  livestock  shipping  their 
main  business;  the  remainder  handle  livestock  as  a  side  line.  The 
volume  of  business  handled  varies  from  a  few  carloads  to  more  than 
1,000  carloads  a  year.  It  is  estimated  that  in  1928  the  total  value 
of  sales  by  the  livestock  locals  was  approximately  $400,000,000. 

According  to  published  reports,  local  shipping  associations  are 
able  to  make  substantial  savings  for  farmers.  Investigation  shows 
that  in  Iowa  net  savings  of  from  20  to  75  cents  per  100  pounds  are 
made  by  the  majority  of  successful  associations  in  that  State  (2). 
This  seems  to  have  been  the  experience  in  several  other  States  as 
well. 

Local  shipping  associations  aid  farmers  in  many  ways.  They  help 
the  large  feeders  as  well  as  the  less-than-car-lot  shippers  by  shipping 
the  stock  when  it  is  ready  for  market.  They  furnish  a  medium 
through  which  the  producers  may  receive  information  on  market 
situations  and  probable  trends  of  receipts  and  prices.  Managers  of 
local  associations  encourage  livestock  producers  to  accompany  the 
association  shipments  to  market,  thereby  familiarizing  farmers  with 
market  methods  and  practices. 

CENTRAL    COOPERATIVE   SALES   AGENCIES 

Central  selling  agencies  in  livestock  marketing,  with  the  excep- 
tion of  the  Western  Cattle  Marketing  Association,  operate  at  ter- 
minal public  stockyards. 

The  terminal  livestock  sales  agencies,  or  cooperative  commission 
associations  as  they  are  sometimes  called,  receive  livestock  at  the 
central  markets  from  individual  shippers  or  shipping  associations 
in  the  country.  The  association  receives  the  livestock  and  yards 
it  in  pens  which  are  assigned  to  the  sales  agency  by  the  stockyards 
company.  They  feed  the  stock,  and  grade  or  sort  it  so  that  it  may 
be  sold  to  the  best  advantage.  The  livestock  is  then  offered  for  sale 
and  sold  to  the  highest  bidder.  Immediately  following  the  sale  the 
animals  are  driven  to  the  scale,  where  they  are  weighed  by  a  repre- 
sentative of  the  stockyards  company.  Ownership  of  the  livestock 
passes  from  the  farmer  to  the  buyer  after  the  stock  has  gone  over  the 
scales.  The  cooperative  selling  agency  then  makes  out  the  account 
of  sale  and  sends  this  statement,  together  with  the  proceeds  of  the 
sale,  to  the  shipper, 

A  second  major  function  of  these  central  sales  agencies  is  to  buy 
stocker  and  feeder  cattle,  hogs,  and  sheep  for  their  patrons.  A  great 
majority  of  stocker  and  feeder  purchases  are  made  on  the  livestock 
markets,  but  a  number  of  the  associations  buy  stocker  and  feeder 
animals  in  the  country  and  ship  them  direct  from  grower  to  feeder. 

The  first  terminal  livestock  cooperative  association  {10)  was 
started  in  1889.  A  second  attempt  was  made  in  1906,  but  the  first 
permanent  association  was  organized  in  1917,  when  the  Farmers 
Union  Livestock  Commission  was  established  on  the  Omaha  market. 
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Since  1917  terminal  livestock  sales  agencies  have  been  organized, 
until  there  are  29  of  these  agencies  operating  on  23  central  markets. 
In  1928  the  terminal  livestock  sales  agencies  handled  over 
12,300,000  head  of  livestock,  valued  at  about  $290,000,000.  (Table 
4.)  Table  5  gives  the  volume  and  value  of  business  handled  by  each 
cooperative  agency  in  1928.  Since  the  beginning  of  operations  the 
terminal  agencies  have  handled  about  74,000,000  head  of  livestock, 
with  a  value  of  over  $1,700,000,000. 

Table  4. — Number  of  head  and  value  of  livestock  handled  by  cooperative  live- 
stock teAininal  sales  associations  each  year,  1918-19281 


Year 

Agen- 
cies 

Livestock 
handled 

Value  of 
livestock 
handled 

Year 

Agen- 
cies 

Livestock 
handled 

Value  of 
livestock 
handled 

1918 

Number 
3 
4 
4 
7 

17 
23 

Head 

177,  811 

477,  447 

657,  919 

1,  220,  589 

4,  590,  209 

9,  926,  038 

Dollars 
7,  018,  478 
21, 176,  771 

23,  305,  862 

24,  769,  639 
95,  969,  567 

185,  733, 168 

1924 

Number 
24 
26 
28 
28 
28 

Head 
12, 514,  877 
10,  983,  762 
10,  660,  569 
10,  793,  681 
12,  339, 000 

Dollars 
235,  976,  496 

1919 

1925.. 

285,  394,  418 

1920 

1925 

295,  098,  736 

1921 

1927. 

274,  209, 285 

1922 

1928 

289, 152,  931 

1923 

1  Data  for  some  of  the  associations  are  not  available  for  the  early  years  of  operation.    These  figures  do 
not  include  cooperative  livestock  marketing  associations  operating  at  other  than  public  stockyards. 

Table  5. — Animals  handled  and  volume  of  business  done  by  cooperative  livestock 
terminal  sales  associations,  1928 


Market 

Association 

Animals 
handled 

Volume  of 
business 

Buffalo, N.  Y 

Producers  Cooperative  Commission  Association.. 

Number 
508, 045 
646,  647 

1,  333,  457 
354,  320 
341,  218 
262,  623 
446,  270 
975,  987 

1, 176, 198 
136,  328 
73,484 
829,  937 
386,  072 
215,  7U2 
192,  285 
63,908 
553,  825 
196,  457 
311,934 
570,  352 
459,  076 
246,  086 

1, 404,  629 

Dollars 
9, 185,  450 

16,  441,  676 
31,  632,  789 

Do 

Chicago  Producers  Commission  Association 

Producers  Coopoerative  Commission  Association  . 
..  do _ 

7, 847,  611 
6, 210, 179 
4,  895,  702 

Cleveland,  Ohio 

Farmers  Union  Livestock  Commission 

Detroit,  Mich . 

Michigan  Livestock  Exchange 

8,  565,  033 
21,  379,  684 
27,  834,  269 
8, 076,  897 
3, 489,  243 
19, 476,  031 
10,  511,  686 
7,  066,  034 
3,  988,  776 

East  St.  Louis,  111 

Do 

Producers  Livestock  Commission  Association 

Evansville  Producers  Commission  Association 

Cattle  Ptaisers  &  Producers  Commission  Co 

Producers  Commission  Association 

Fort  Worth,  Tex  .. 

Kansas  City,  Mo ... 

Farmers  Union  Livestock  Commission 

Do 

Milwaukee,  Wis 

Equity  Cooperative  Livestock  Sales  Association.. 
Producers  Livestock  Association 

Muncie,  Ind_. 

1,  259,  258 

13,  511,  592 
4, 333, 165 

Peoria,  111... 

Pittsburgh,  Pa 

Peoria  Producers  Commission  Association 

5, 647,  555 

St.  Joseph,  Mo 

Farmers  Union  Livestock  Commission 

14,  952,  549 

.  ..  do 

11,  818, 118 
6,  861,  530 

Do 

Producers  Commission  Association 

South  St.  Paul,  Minn 

Central  Cooperative  Association 

33, 134,  066 

Do 

320,  775 

7, 519,  622 

Do 

Peolples  Cooperative  Sales  Agency 

138,  569 
29,  084 
42,040 

123,  692 

3, 453,  384 

Springfield,  111 

616,  922 

Springfield,  Mo 

Missouri  Farmers  Association  Livestock  Commis- 
sion. 

737,  507 
3,  706,  603 

Wichita,  Kans 

Total 

12,  339,  000 

289, 152, 931 

The  Farmers'  Union  livestock  associations,  of  which  there  are  nine 
in  operation,  handled  about  4,300,000  head  of  livestock  valued  at 
about  $105,000,000,  in  1928 ;  and  the  Central  Cooperative  Association 
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of  South  St.  Paul,  Minn.,  a  large  independent  cooperative,  alone 
handled  more  than  1,400,000  head  of  cattje,  hogs,  and  sheep,  with  an 
approximate  sales  value  of  $33,134,000. 

The  National  Live  Stock  Producers'  Association  is  the  largest  co- 
operative group  in  the  field  of  livestock  marketing.  This  is  a  trade 
federation  of  12  terminal  livestock  sales  associations,  the  first  of 
which  was  organized  in  1922.  Each  of  these  agencies  is  owned  and 
controlled  by  the  livestock  shippers  tributary  to  the  market  in  which 
the  organization  operates.  The  total  business  handled  by  these  or- 
ganizations in  1928  exceeded  5,590,000  head  of  livestock,  valued  at 
approximately  $131,000,000. 

The  NationaJ  Live  Stock  Producers'  Association  is  serving  stock- 
men in  a  number  of  ways  other  than  selling  livestock.  To  help 
bring  livestock  growers  and  feeders  together,  the  National  Live 
Stock  Producers'  Association  established  cattle  and  lamb  pools. 
Since  1925,  the  organization  has  moved  over  400,000  head  of  cattle 
and  lambs  direct  from  the  range  to  Corn  Belt  and  eastern  feed  lots. 

A  national  credit  corporation,  which  functions  through  the  inter- 
mediate credit  banks,  was  established  in  1924  and  has  loaned  about 
$1,750,000  to  stockmen  in  financing  their  feeder  operations. 

The  association  publishes  a  monthly  paper  which  gives  up-to-date 
information  on  livestock  production  and  marketing.  This  periodical 
has  a  circulation  of  approximately  200,;000. 

Three  of  the  member  agencies  maintain  transportation  and  claim 
departments.  During  the  period  1923  to  1928  these  departments  col- 
lected over  $164,000  in  claims  for  livestock  shippers,  without  cost  to 
the  shippers. 

In  1929  the  National  Live  Stock  Producers'  Association  established 
a  research  department,  the  function  of  which  is  to  build  up  a  defi- 
nite market  information  service  upon  which  livestock  producers  can 
base  their  production  and  marketing  policies.  This  department  will 
study  the  internaj  problems  affecting  the  efficiency  of  its  member  co- 
operative sales  agencies  and  work  out  standards  of  operating  effi- 
ciency. 

More  recently  several  of  the  terminal  livestock  sales  agencies  have 
established  a  national  order-buying  company,  which  obtains  orders 
for  livestock  from  packers  and  fills  these  orders,  either  on  the  central 
markets  or  in  the  country. 

The  Western  Cattle  Marketing  Association  does  not  operate  on  any 
public  stockyards.  The  main  office  of  this  association  is  located  at 
San  Francisco.  The  organization  serves  the  following  territory: 
California,  Arizona,  southwestern  New  Mexico,  Nevada,  and  southern 
Oregon.  This  trade  territory  is  divided  into  approximately  20 
districts.  Field  agents  experienced  in  handling,  grading,  and  selling 
cattle  serve  these  districts.  Their  work  is  to  establish  close-working 
relations  with  the  members  of  the  association.  They  advise  cattle- 
men as  to  efficient  production  methods,  and  are  required  to  have  at  all 
times  accurate  and  complete  information  on  cattle  supplies,  feed 
conditions,  and  shipments  out  of  their  respective  districts.  The 
central  association  keeps  the  growers  advised  as  to  market  conditions. 
This  organization  secures  bids  from  packers  and  other  buyers  for 
their  members'  livestock.  These  bids  are  transmitted  to  the  field 
agents  who,  in  turn,  get  in  touch  with  the  producers.    If  the  producer 
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accepts  the  bid,  the  field  agent  grades  the  member's  cattle  and  ships 
chem  direct  from  the  ranch  to  the  packing  plants. 

The  Western  Cattle  Marketing  Association  was  established  in  1925. 
It  is  now  doing  a  business  of  approximately  $15,000,000  a  year. 

RECENT    DEVELOPMENTS 

Changes  are  taking  place  rapidly  in  the  livestock-marketing  field. 
With  a  constant  increase  in  good  roads,  livestock  trucking  has  come 
into  the  foreground.  In  manj7  sections  livestock  is  being  trucked 
100  miles  or  more  to  the  market.  Considering  the  location  of  the 
central  livestock  markets  and  the  small  interior  markets,  it  can  read- 
ily be  seen  that  practically  all  producing  sections,  in  the  Corn  Belt 
at  least,  are  within  trucking  distance  of  market. 

The  stockyards  companies  at  some  of  the  leading  markets  have 
enlarged  their  trucking  facilities  so  that  they  can  more  efficiently 
handle  their  increased  trucking  business.  A  number  of  the  cooper- 
ative agencies  have  established  separate  departments  for  the  handling 
of  trucked-in  livestock,  so  as  to  enable  them  to  serve  their  patrons 
to  the  best  advantage. 

Another  important  development  in  livestock  marketing  has  been 
the  rapid  increase  in  direct  buying  of  hogs  by  packers.  Of  the  total 
hogs  slaughtered  under  Federal  inspection  in  1925,  packers  pur- 
chased 28.2  per  cent  in  the  country,  and  in  1928  they  increased  their 
direct  purchases  to  34.3  per  cent.  The  direct-buying  question  is  the 
most  widely  discussed  problem  in  livestock  marketing.  It  affects 
every  branch  of  the  livestock  industry  from  the  producer  to  the 
packer. 

These  recent  developments,  increased  trucking  and  direct  buying, 
have  been  responsible  for  marked  changes  in  the  livestock-marketing 
structure.  Many  shipping  associations  close  to  central  or  interior 
markets  have  been  forced  out  of  business  or  have  had  their  business 
seriously  curtailed  by  trucking.  To  meet  this  truck  competition  these 
associations  in  some  sections  have  purchased  trucks  to  haul  their 
patrons'  stock.  In  some  cases  they  have  contracted  with  commercial 
truckmen  to  haul  their  stock  either  to  the  market  or  to  an  assem- 
bling point,  where  the  stock  could  be  shipped  out  in  carloads. 

Direct  buying  by  packers,  or  their  agents,  has  forced  some  associa- 
tions to  discontinue  business.  The  volume  of  business  of  other 
associations  has  been  curtailed. 

To  meet  direct-buying  competition,  many  shipping  associations 
located  in  Iowa,  Minnesota,  and  Ohio,  particularly,  are  now  develop- 
ing programs  whereby  they  sell  and  ship  their  hogs  direct  to  packers. 
In  some  sections  small  shipping  associations  are  combining  to  form 
cooperative  concentration  points.  The  large  volume  secured  by  these 
larger  business  units  with  proper  handling  facilities  permits  farmers 
and  their  local  shipping  associations  to  employ  an  experienced  man- 
ager and  assistants,  and  also  to  ship  out  hogs,  calves,  and  sheep  in 
double  decks,  thus  effecting  a  saving  in  freight  charges  and  in  com- 
mission charges  on  sales  to  terminal  commission  agencies. 

COOPERATIVE  MARKETING  OF  WOOL 

Though  cooperative  marketing  of  wool  on  a  large  scale  was  not 
attempted  until  during  the  last,  decade,  woolgrowers  in  some  com- 
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munities  have  worked  together  in  the  assembling  and  sale  of  their 
yearly  clips  since  the  eighties.  According  to  the  records  of  the 
United  States  Department  of  Agriculture,  farmers  in  the  vicinity  of 
Greencastle,  Inch,  as  early  as  1885  organized  the  Putnam  County 
Wool  Growers  Association.  While  the  operations  of  this  association 
were  comparatively  simple,  it  served  as  a  community  organization 
through  which  farmers  assembled  their  clips  and  listed  for  sale  each 
lot  of  wool.  These  functions  are  typical  of  the  local  collective  eifort 
on  the  part  of  woolgrowers  in  many  other  communities  throughout 
the  United  States. 

From  1885  to  1919  comparatively  few  local  organizations  were 
formed.  The  Putnam  County  association  was  followed  by  other 
similar  organizations.  The  Saguache  Mutual  Wool  Association, 
Saguache,  Colo.,  and  the  Boone  County  Wool  Growers  Association, 
Burlington,  Ky.,  are  examples  of  local  cooperative  effort  among  wool- 
growers  over  a  period  of  many  years.  The  Saguache  Mutual  Wool 
Growers  Association  has  been  in  existence  for  some  30  years.  It 
may  be  said,  however,  that  not  until  recently  was  there  any  attempt 
at  a  uniform  grading  of  the  wools  assembled  by  these  local  organiza- 
tions nor  any  systematic  selling  program. 

Following  1919,  however,  state-wide  pools  or  local  organizations 
were  formed  in  a  dozen  or  more  States,  and  in  recent  years  many 
separate  organizations  have  been  created  to  function  solely  as  co- 
operative wool  marketing  associations.  Data  collected  by  the  United 
States  Department  of  Agriculture  indicate  that  by  1926  there  were 
22  large-scale  wool  marketing  organizations  operating  in  21  States; 
38  independent  local  organizations  or  pools  in  IT  States,  and  2  sales 
agencies — 1  in  Massachusetts  and  1  in  Maryland.  Approximately 
8,000,000  pounds  of  wool  were  marketed  through  cooperative  associ- 
ations in  1920,  as  compared  with  over  25,000,000  pounds  in  1926. 
About  75  per  cent  of  ail  consignors  of  wool  to  cooperative  associ- 
ations in  1926  were  members  of  large-scale  associations,  and  about 
80  per  cent  of  the  total  wool  marketed  cooperatively  was  received 
by  the  large-scale  associations. 

There  are  listed  with  the  Division  of  Cooperative  Marketing  of 
the  United  States  Department  of  Agriculture  some  99  woolgrowers' 
organizations.     The  extent  of  their  activities  is  indicated  by  Table  6. 

Table  6. — Number  of  associations,  members,  and  quantity  of  wool  marketed 
cooperatively  by  associations  listed  by  the  United  States  Department  of 
Agriculture,  1920-1928 


Membership 

Wool  marketed 

Year 

Membership       Wool  marketed 

Year 

Grower 
mem- 
bers 

Associa- 
tions 
report- 
ing 

Quantity 

Associa- 
tions 
report- 
ing 

Grower 
mem- 
bers 

Associa- 
tions 
report- 
ing 

Quantity 

Associa- 
tions 
report- 
ing 

1920       

Number 
18,  293 
21,729 
15,  452 
22,  059 
21,  868 

Number 
16 
23 
35 
42 
51 

Pounds 
7,  909,  581 
12,  952,  916 
10,  558,  283 
18,  799,  678 
17, 167,  974 

Number 
16 
27 
52 
65 
71 

1925... 

Number 
25,  056 
23,  815 
14,  583 

Number 
56 
54 
45 

Pounds 

25, 184,  587 

25,611,055 

15,  755,  305 

120,000,000 

Number 
63 

1921 

1926 

62 

1922 

1927... 

53 

1923 

1928 

1924 __ 

1  Estimate. 
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The  development  of  State  or  regional  woolgrowers'  marketing 
associations  began  about  1918.  In  the  handling  of  wool  by  the 
Government  during  the  World  War  certain  policies  were  formulated 
Jooking  toward  a  more  efficient  assembling  and  distribution  of  wool. 
These  helped  to  bring  to  the  attention  of  woolgrowers  the  possi- 
bilities of  large-scale  organization  in  the  marketing  of  wool.  In  its 
policy  with  respect  to  the  handling  of  wool,  the  Federal  Government 
urged  that  growers  work  together  in  the  assembling  of  wool  at  local 
points,  to  facilitate  shipment  in  carload  lots  to  the  central  markets. 

As  progress  was  made  along  this  line  many  difficulties  were  en- 
countered, especially  during  the  first  two  or  three  months  of  1921, 
following  the  depression  of  1920,  when  representatives  of  wool- 
growers  appeared  before  Congress  to  demand  legislative  7  relief  from 
their  financial  straits.  Local  growers  found  difficulty  in  selling  their 
wool  individually,  and  many  of  them  were  still  holding  their  1920 
clip  when  their  1921  clip  was  sheared.  This  emphasized  the  need  for 
some  system  of  concentrating  wool  for  shipment.  Consequently, 
woolgrowers  in  approximately  18  wool-producing  States  pooled  to 
some  extent  their  1921  clip  of  wool. 

LARGE-SCALE   MARKETING   ORGANIZATIONS 

Woolgrowers  of  Ohio  were  among  the  first  to  formulate  and 
develop  a  program  for  large-scale  marketing  of  wool.  In  Ohio  this 
was  done  through  the  Ohio  Sheep  and  Wool  Growers  Association, 
an  organization  of  woolgrowers  which  had  been  operating  for  some 
50  years  along  educational  lines,  by  incorporating  the  organization 
and  enlarging  its  functions  to  include  the  marketing  of  wool. 
During  its  first  year  of  operation  as  a  marketing  association,  1918, 
the  organization  handled  275,000  pounds  of  wool.  At  the  beginning 
of  1919  the  organization  was  operating  in  30  counties  and  had  a  total 
membership  of  2,720.  A  similar  organization  activity  was  carried 
on  by  woolgrowers  in  Indiana,  Pennsylvania,  and  West  Virginia, 
and  the  wool  assembled  by  the  organizations  of  growers  in  these 
States  was  marketed  by  the  Ohio  association. 

The  Ohio  Sheep  and  Wool  Growers  Association  was  reorganized 
in  1924  and  became  the  Ohio  Wool  Growers  Cooperative  Association, 
which  is  now  operating  under  that  name.  The  association  warehouse, 
owned  and  operated  through  a  subsidiary  corporation  known  as  the 
Ohio  Wool  Warehouse  Co.,  is  located  in  Columbus,  Ohio.  All  woo] 
received  at  the  warehouse  is  pooled  according  to  grade.  The  net 
return  to  grower  members  is  based  upon  the  average  price  received 
for  the  wool  in  the  different  grade  pools,  less  necessary  marketing 
expense.  In  addition,  woolgrowers'  associations  in  Indiana  and 
Michigan  and  individual  woolgrowers  in  Pennsylvania  have  used 
the  grading,  warehousing,  and  sales  service  of  the  Ohio  Wool 
Growers  Cooperative  Association  for  a  number  of  years.  The  ex- 
tensive business  of  the  Ohio  Wool  Growers  Cooperative  Association 
is  indicated  by  Table  7. 

'National  Wool  Review,  1921. 
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Taele  7. — Wool  handled  by  the  Ohio  Wool  Growers  Cooperative  Association, 
number  of  consignors,  and  average  net  returns  to  groioers,  191S-1928  1 


Year 

Wool 
handled 

Consign- 
ors 

Aver- 
age net 
price 
per 
pound 

to 
growers 

Year 

Wool 
handled 

Consign- 
ors 

Aver- 
age net 
price 
per 
pound 

to 
growers 

1918 

Pounds 

275, 000 
2,  084,  000 

1,  987,  000 
6,  227,  000 

2,  725,  000 

3,  744,  000 

Number 
456 
5,680 
5,320 
11,400 
6,943 
9,276 

Cents 
72.5 
67.0 
32.0 
29.0 
47.0 
50.5 

19242.. 

Pounds 

3,  542,  000 

4,  555,  852 
4,  060,  455 
3,  221,  039 
2,  974,  308 

Number 
8,431 
10,  300 
8,955 
6,802 
5,991 

Cents 
48.0 

1919    . 

1925  2 

45.5 

1920... 

19262.. 

1921 

1927 

1922 «... 

192S 

1923* 

i  As  reported  by  the  management. 

2  Including  wool  handled  for  farm  bureau  members  in  Indiana  and  Michigan. 

The  New  York  State  Sheep  Growers  Cooperative  Association 
(Inc.)  began  to  develop  a  marketing  program  for  its  members  about 
1919.  The  woolgrowers  formed  county  associations,  known  as  county 
sheep  wool  growers'  cooperative  associations,  which  were  organized 
principally  for  the  purpose  of  assembling  wool  for  marketing.  The 
wool  was  sold  through  the  State  association.  The  business  of  this 
federation  of  county  units  is  indicated  in  Table  8. 

Table  8. — Marketing  activities  of  New  York  State  Sheep  Gi-owers  Cooperative 
Association  (Inc.),  1920-1928 1 


Year 

Local 
units 

Con- 
signors 

Wool 
marketed 

Sales 

Year 

Local 
units 

Con- 
signors 

Wool 

marketed 

Sales 

1920 

Number 
23 
29 
31 
36 
37 

Number 
1,621 
1,555 
1,678 
1,  598 
1,509 

Pounds 
411, 929 
615, 123 
532,  821 
475,  000 
478,  515 

Dollars 
150,  000 
223,  000 
235,  000 
216,  000 
255,  000 

11925 

Number 
38 

Number 

1,704 

1,600 

750 

600 

Pounds 
617, 467 
465,  903 
224, 931 
216,  651 

Dollars 
306, 900 

1921 

!1926 

188,  400 
90,  913 
106,  041 

1922 

!l927 

47 

1923 

1928 

1924 

1 

1  As  reported  by  the  management. 

The  Pacific  Cooperative  Wool  Growers  Association,  with  head- 
quarters at  Portland,  Oreg.,  was  formed  in  1921.  Although,  during 
the  first  year,  the  operations  of  this  association  were  largely  confined 
to  Oregon,  it  soon  extended  its  membership  into  several  other  States. 
At  present  the  Pacific  Cooperative  Wool  Growers  Association  is  com- 
posed of  some  3,500  members.  It  operates  principally  in  the  States 
of  Oregon,  Washington,  California,  Idaho,  and  Nevada.  The  asso- 
ciation operates  a  warehouse  in  Portland  and  another  in  San  Fran- 
cisco. Wool  growers  in  the  territory  served  by  this  association  ship 
their  wool  to  the  warehouse  most  advantageously  located  from  the 
standpoint  of  freight  rates.  As  the  wool  is  received  at  the  ware- 
houses it  is  graded,  sorted,  warehoused,  financed,  and  sold  by  the 
central  organization.  Some  wool  is  scoured  at  the  warehouses  and 
shipped  after  being  scoured. 

Although  the  association's  operations  extend  over  several  States, 
more  than  75  per  cent  of  the  total  wool  handled  by  the  organization 
has  been  delivered  by  grower  members  in  the  eastern  and  valley  dis- 
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tricts  of  Oregon.  The  wool  coming  from  the  valley  districts  is  pro- 
duced largely  under  farm-flock  conditions,  while  that  from  eastern 
Oregon  is  range  wool. 

The  Wyoming  Wool  Cooperative  Marketing  Association,  organ- 
ized in  1924,  is  typical  of  the  state-wide  wool  pools.  During  the  first 
year  it  handled  1,637,000  pounds  of  wool  and  almost  double  that 
quantity  the  second  year.  When  the  wool  is  sold  in  original  bags  and 
when  graded,  each  member  is  credited  -  with  the  quantity  of  each 
grade  he  has  in  his  clip.  The  wool  is  sold  through  the  National  Wool 
Exchange,  Boston.  Other  state-wide  associations  have  also  been 
formed  in  Montana,  North  Dakota,  South  Dakota,  and  Colorado. 

The  National  Wool  Exchange,  with  headquarters  at  Boston,  Mass., 
operates  as  a  sales  agency  for  State  and  local  associations  and  in- 
dividual growers  consigning  to  them.  Several  of  the  Inter- 
mountain  State  Wool  Associations  are  consigning  their  wool  to  this 
organization. 

COOPERATIVE  MARKETING  OF  EGGS  AND  POULTRY 

Some  attempts  were  made  to  market  eggs  and  poultry  coopera- 
tively prior  to  1910,  but  few  of  the  early  associations  have  survived. 
The  first  activity  of  a  permanent  character  started  in  1905,  but  it 
went  through  several  stages  of  development  before  it  finally  emerged 
in  its  present  form  in  1916. 

The  period  from  1910  to  1920  was  one  of  considerable  organization 
activity  among  egg  and  poultry  producers.  Numbers  of  egg  circles 
were  formed,  principally  in  Missouri  and  Texas,  although  there  were 
many  in  other  States  as  well.  The  large  associations  of  the  west 
coast  were  also  organized  during  this  period. 

The  egg  circles,  although  numerous,  were  small  community  enter- 
prises. They  lacked  permanency  in  organization  and  in  personnel. 
They  were  organized  among  farm-flock  producers,  and  volume  was, 
therefore,  relatively  small  and  highly  seasonal.  There  was  no  co- 
ordination between  local  units  for  selling.  The  result  was  that,  at 
a  certain  season,  volume  was  so  small  that  they  ceased  operating  and. 
in  the  spring,  were  not  started  again.  There  are  occasional  reports 
of  an  egg  circle  which  still  operates  over  part  of  the  year,  but  most 
of  them  have  ceased  to  function. 

Since  1920  further  development  of  egg  circles  has  been  largely 
discontinued.  On  the  other  hand,  a  number  of  large-scale  egg  and 
poultry  marketing  associations  have  been  developed  in  different  parts 
of  the  country.  Those  on  the  Pacific  coast  have  reached  the  most 
extensive  development  with  the  concentration  of  specialized  egg  pro- 
duction. In  the  Middle  West,  among  the  farm  flocks,  poultry  is  rela- 
tively more  important  in  the  business  of  the  cooperatives  than  it  is 
with  cooperatives  on  the  Pacific  coast.  Egg  and  poultry  associations 
have  been  organized  in  Texas  and  Arizona,  and  in  New  Hampshire, 
Connecticut,  New  York,  and  New  Jersey.  Associations  for  market- 
ing live  poultry  have  been  organized  in  North  Carolina  and  South 
Carolina. 

About  70  groups  of  farmers  were  engaged  in  marketing  eggs  or 
poultry,  or  both,  at  the  close  of  1925.     Figure  8  shows  the  location 
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of  these  organizations.     Ninety  associations  were  listed  by  the  Di- 
vision of  Cooperative  Marketing  as  operating  on  July  1,  1928. 

FAR-WESTERN    ASSOCIATIONS 

The  Washington  Cooperative  Egg  and  Poultry  Association,  with 
headquarters  at  Seattle,  Wash.,  is  one  of  the  most  highly  developed 
cooperative  business  ventures  on  the  part  of  poultry  producers  in 
the  United  States.  The  beginning  of  this  large  cooperative  develop- 
ment dates  from  February,  1917,  when  150  poultrymen  undertook 
to  extend  the  principle  of  group  effort  to  the  selling  of  their 
poultry  products.  This  association  now  has  a  membership  of  more 
than  8,000  poultrymen  and  is  engaged  in  both  the  marketing  of 
eggs  and  poultry  and  the  purchasing  of  feeds. 
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Figure  8.— Egg  and  Poultry  Marketing  Associations,  1925 

Eggs  and  poultry  were  handled  cooperatively  in  nearly  all  the  States  in  1925.  In 
about  20  of  the  States  there  were  associations  specially  engaged  in  the  marketing 
of  these  products 

In  addition  to  operating  a  large  and  modern  egg  and  poultry 
plant  in  Seattle,  the  association  also  operates  22  branch  stations 
throughout  western  Washington.  In  addition  a  cannery  is  operated 
where  surplus  poultry  is  processed  and  prevented  from  entering 
the  fresh-poultry  market.  Sales  of  canned  products  amounted  to 
about  $4,000  a  week  during  the  first  half  of  1929  and  are  expanding. 
The  organization  has  an  authorized  capital  of  $4,000,000. 

The  growth  of  the  Washington  Cooperative  Egg  and  Poultry 
Association  since  its  organization  is  well  illustrated  by  Table  9, 
which  shows  that  the  total  volume  of  business  for  1921  was  200,287 
cases  of  eggs  and  287,000  pounds  of  poultry  and,  for  1928,  1,056,640 
cases  of  eggs  and  2,720,064  pounds  of  poultry. 
65433°— 29 5 
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Table  9. — Volume  and  value  of  eggs  and  poultry  marketed  by  the  Washington 
Cooperative  Egg  and  Poultry  Association,  1917-1028 


Year 

Eggs 

Poultry 

Volume 

Value 

Volume 

Value 

1917 

Cases 

14,  258 

26, 183 

33,  183 

85,  060 

200,  287 

266,  284 

326, 135 

373, 112 

527,  686 

740,  878 

963,  840 

1,  056,  640 

Dollars 
0) 

(0 

0) 

0) 
2,  228, 939.  20 
2,  522, 180.  56 
3,341,311.24 
4, 148, 256.  81 
5,  968,  936.  30 
7,  607,  665.  43 
9, 459,  559.  46 
10,  670,  309.  76 

Pounds 

(l) 

0) 

(l) 

0) 
287,  000 
539,  547 
757,  719 
989,000 
1,  489,  000 

1,  846, 927 

2,  672, 110 
2,  720,  064 

Dollars 
0) 

1918. 

0) 

1919 

1 

1920 

« 

1921. 

(1) 

1922 . .. 

134, 858.  78 

1923 

208.  654.  38 

1924 

229,  589.  28 

1925 

320, 267.  98 

1926 

300,  274.  49 

1927... - 

684, 167.  41 

1928-. 

597,  073.  42 

1  Information  not  available. 

The  Tulare  Cooperative  Poultry  Association,  organized  by  poultry 
producers  in  Tulare  County,  Calif.,  in  1913,  is  one  of  the  earliest  of 
the  egg  and  poultry  cooperatives.  The  operations  of  this  association 
are  confined  to  a  limited  area  and  its  output  is  marketed  principally 
in  Los  Angeles.  The  growth  of  this  organization  is  illustrated  bv 
the  advance  of  sales  from  $25,000,  the  first  year,  to  $260,543,  in  1928. 

The  present  organization  of  the  Poultry  Producers  of  Central 
California  was  formed  in  1916;  this  was,  however,  preceded  by  sev- 
eral attempts  at  cooperative  business  among  poultry  men.  As  early 
as  1905  poultry  men  in  Sonoma  County  attempted  to  organize.  The 
Poultry  Producers  of  Central  California,  with  headquarters  in  San 
Francisco,  commenced  business  January  1,  1917.  It  was  first  incor- 
porated under  the  California  corporate  laws,  but  reorganized  in 
1923  under  the  cooperative  statute  which  had  been  passed  in  1916. 
The  present  organization  is  a  nonstock,  nonprofit  association  of  the 
centralized  type.  The  physical  facilities  are  owned  and  operated 
by  the  central  organization. 

The  Poultry  Producers  of  Central  California  operates  in  the  egg- 
producing  regions  of  central  California  in  which  it  is  located. 
Petaluma  is  the  most  highly  developed  commercial  egg-producing 
area  in  the  United  States.  The  association's  territory  is  divided 
into  districts  and  receiving  stations,  and  packing  plants  are  operated 
at  convenient  points  in  each  district.  The  association  operates  some 
30  branch  offices,  including  receiving  stations,  packing  houses,  and 
feed  stores,  besides  the  packing  plant  and  main  office  in  San 
Francisco. 

The  receiving,  grading,  packing,  and  preparation  for  shipment  at 
the  company's  branches  is  done  under  the  direction  and  supervision 
of  the  central  office.  Approximately  55  per  cent  of  the  eggs  annu- 
ally received  by  the  association  are  shipped  to  eastern  markets. 
These  eggs  move  direct  from  the  branch  plants.8 

The  progress  of  the  Poultry  Producers  of  Central  California  since 
its  formation  in  1916  is  indicated  by  Table  10. 

8  SWARTHOUT.  A.  V.   A  BUSINESS  ANALYSIS  OF  THE  POULTRY  PRODUCERS  OP  CENTRAL 

California.     U.  S.  Dept  Agr.      (In  preparation.) 
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Table  10. — Volume  of  receipts  and  value  of  eggs  handled  by  poultry  producers 
of  central  California,  1917-1928 


Year 

Receipts 

Sales 
value 

Year 

Receipts 

Sales 
value 

1917 

Cases 

213,  532 
270,  313 
315,  251 
400,  303 
662,  598 
618,  475 

Dollars 

2,  382,  400 

3,  712,  500 

4,  680,  100 
6,  939,  500 
6,  905,  800 

5,  730,  000 

1923 

Cases 
631,  021 
677,  477 
782,  070 
889,  324 
977,  118 
1,  254,  392 

Dollars 
5,  900,  000 

1918 

1924 

6,  425.  000 

1919 

1925 

8,  080, 100 

1920 

1926 

7,  935, 100 

1921 

1927 

8,  516,  000 

1922.. 

1928 

13,  000,  000 

The  Poultry  Producers  of  Southern  California  (Inc.),  formed  by 
poultry  men  in  the  vicinity  of  Los  Angeles  in  1917,  handled  87,553 
cases  of  eggs  the  first  year.  The  business  increased  to  118,857  cases  in 
1928.  This  organization  acquired,  in  1928,  the  major  interest  in  the 
Poultrymen's  Cooperative  Milling  Association  and  is  supplying  its 
members  with  feeds  and  other  supplies  on  a  cooperative  basis. 

The  Poultry  Producers  of  San  Diego  (Inc.),  with,  headquarters  in 
San  Diego,  also  formed  in  1917,  handled  564,672  cases  of  eggs  in 
1926. 

The  Pacific  Egg  Producers  (Inc.),  with  headquarters  at  New  York 
City,  was  established  in  1922  as  a  central  sales  agency  for  four  large 
Pacific  coast  egg  cooperatives  9  in  marketing  their  eggs  east  of  the 
Rocky  Mountains  and  in  foreign  markets.  This  company  now  oper- 
ates branches  in  a  number  of  eastern  markets.  It  is  a  cooperative 
selling  organization  owned  by  the  member  associations  and  operated 
on  a  basis  of  cost  prorated  according  to  the  volume  contributed  by 
each  association. 

In  1928  the  Pacific  Egg  Producers  (Inc.)  handled  1,440,172  cases 
of  eggs,  which  was  nearly  9  per  cent  of  all  the  egg  shipments  from 
the  entire  Pacific  coast  to  New  York. 

The  Pacific  Egg  Producers  (Inc.)  operates  an  auction  at  its  New 
York  City  headquarters  at  2  o'clock  each  afternoon,  except  Saturday, 
during  the  season,  August  to  February,  inclusive.  Samples  of  the 
various  lots  of  eggs  offered  for  sale  are  placed  on  display  for  buyers. 
The  auction  is  conducted  by  an  experienced  auctioneer.  Bids  may  be 
received  for  10  or  more  cases  of  the  particular  lot  offered  for  sale. 
The  auction  method  facilitates  the  sale  of  large  quantities  of  eggs 
in  a  short  period  of  time,  at  a  relatively  small  selling  cost. 

The  Pacific  Cooperative  Poultry  Producers  (Inc.),  with  headquar- 
ters at  Portland,  Oreg..  serves  poultry  men  in  western  Oregon. 

The  Utah  Poultry  Producers  Cooperative  Association,  with  its 
main  office  in  Salt  Lake  City,  was  incorporated  in  February,  1923, 
as  the  Utah  Poultry  Producers.  The  name  of  the  organization  was 
changed  in  the  fall  of  the  same  year. 

This  organization  handles  most  of  the  eggs  marketed  in  Utah,  as 
well  as  some  from  Idaho.  Prior  to  1928,  according  to  available  sta- 
tistics, practically  all  of  the  eggs  shipped  to  eastern  markets  from 
Utah  were  handled  by  the  association;  in  1928,  although  the  organi- 


9  Washington  Cooperative  Egg  and  Poultry  Association,  Poultry  Producers  of  Central 
California,  Poultry  Producers  of  Southern  California,  and  Poultry  Producers  of  San 
Diego  (Inc.). 
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zation  had  grown  rapidly  in  volume,  the  percentage  handled  was 
only  39.  At  present  most  of  the  association's  eggs  are  sold  in  eastern 
markets,  but  formerly  large  quantities  were  sold  in  Los  Angeles  and 
in  other  western  markets. 

The  Utah  Poultry  Producers  Cooperative  Association  has  shown  a 
rapid  growth.  In  1924  it  received  87,365  cases  of  ejr<rs,  valued  at 
$917,332;  in  1928  it  received  239,972  cases,  valued  at  $2^43,777. 

Besides  handling  eggs,  the  association  sells  feeds  and  supplies  to  its 
members,  and  also  pools  and  ships  dressed  and  live  poultry,  including 
turkeys.  The  total  business  transacted  during  1928  was  more  than 
$6,000,000.     Members  of  the  association  number  about  3,000. 

COOPERATIVE  DEVELOPMENT  IN  THE  MIDDLE  WEST 

While  egg  production  is  most  highly  developed  in  a  few  commer- 
cial poultry-producing  areas,  the  larger  percentage  of  the  total  egg 
supply  of  the  United  States  still  comes  from  what  are  termed  the 
farm-flock  areas.  As  one  of  the  leading  farm-flock  areas,  the  Middle 
West  occupies  an  important  place  in  the  egg  and  poultry  industry  of 
this  country.  Several  attempts  to  market  eggs  cooperatively  have 
been  made  recently  among  farm-flock  producers  in  the  Middle  West. 
In  Minnesota  the  cooperative  marketing  of  eggs  has  been  carried  on, 
in  one  form  or  another,  by  many  of  the  cooperative  creameries  for 
some  years.  At  present  the  Land  O'  Lakes  Creameries  (Inc.)  is  oper- 
ating an  egg  and  poultry  department  and  is  assembling  eggs  through 
its  member  creamery  associations. 

Egg  and  poultry  associations  have  been  organized  in  Nebraska, 
Ohio,  Illinois,  Indiana,  and  Minnesota,  but  perhaps  the  most  exten- 
sive development  in  cooperative  egg  and  poultry  marketing  in  this 
section  has  been  made  in  Missouri,  where,  as  early  as  1915,  the  Mis- 
souri farm  clubs  started  buying  poultry  and  eggs  along  cooperative 
lines. 

Eggs  are  assembled  by  local  units  and,  from  the  points  where  these 
are  located,  are  brought  together  into  district  associations  which  own 
and  operate  cold-storage  plants  and  work  together  through  a  central 
selling  agency.  In  the  district  cold-storage  plants  the  eggs  received 
are  candled,  graded,  and  packed  and  prepared  for  shipment  in  ac- 
cordance with  instructions  from  the-  central  sales  agency.  Poultry 
is  also  handled.  In  some  instances  it  is  sold  as  live  poultry  in  car- 
load lots,  and  sometimes  it  is  fed  for  several  days  in  fattening  pens 
and  then  killed,  cooled,  and  packed  for  the  market.  The  first  of  these 
district  associations  operating  cold-storage  plants  was  formed  in 
1917. 

The  Missouri  Farmers'  Association  (Inc.)  (the  M.  F.  A.),  through 
its  more  than  375  local  produce  exchanges,  receives  eggs  and  poultry 
from  its  members.  These  farm  products  are  forwarded  to  eight 
packing  plants  operated  by  separately  incorporated  associations.  At 
these  plants  the  eggs  are  candled  and  graded  and  the  poultry  pre- 
pared for  market  (either  dressed  or  fattened)  and  shipped  to  eastern 
markets.  During  1928  these  eight  produce  plants  handled  over 
700,000  cases  of  eggs.  The  produce  exchanges  of  the  Missouri 
Farmers'  Association  handle  various  other  farm  products  in  addition 
to  eggs  and  poultry. 
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The  largest  of  the  Missouri  Farmers'  Association's  poultry  and 
egg  packing  plants  is  located  at  Springfield,  Mo.  At  that  plant  the 
volume  of  eg£s  and  poultry  handled  during  recent  years  is  shown  in 
Table  11. 

Table  11. — Volume  of  eggs  and  poultry  handled  ou  the  Producers  Produce  Co. 
at  Springfield,  Mo.,  192.^-1928 


Year 

Eggs 

Live 
poultry 

Dressed 

poultry 

1924. 

Cases 
73,  471 
143,  246 
194,  120 
270,  241 
300,  238 

Pounds 
2,  352,  677 

2,  500,  491 

3,  927,  312 
5,  445,  751 
5,  375,  015 

Pounds 

1925  „                              

810,  474 

1926 

1, 140,  456 

1  353  476 

1928 - 

1,  COO,  792 

COOPERATIVE   BUYING   OF   FARM   SUPPLIES 

In  cooperative  buying  farmers  are  endeavoring  to  lower  their  cost 
of  production  through  buying  and  distributing  their  farm  supplies 
in  large  volume,  as  well  as  through  improving  the  quality  of  the 
feeds,  fertilizers,  or  seeds  purchased. 

The  extent  to  which  cooperative  buying  has  developed  among 
farmers,  of  course,  has  varied  with  the  type  of  farming.  The  dairy- 
men in  the  highly  developed  dairy  sections  of  New  York,  Pennsyl- 
vania, and  the  New  England  States,  for  instance,  buy  a  much  larger 
proportion  of  their  feeds  than  do  the  dairymen  of  Minnesota,  where 
more  feeds  are  home  grown.  It  is  natural  that  dairymen,  as  well  as 
other  agricultural  producers  who  buy  large  quantities  of  feeds  and 
fertilizers,  should  more  readily  seek  ways  and  means  for  lowering 
the  cost  of  their  supplies  than  producers  in  those  farming  areas 
where  most  of  the  feed  used  is  home  grown. 

Though  cooperative  purchasing  is  not  likely  to  attain  so  large  a 
volume  of  business  as  cooperative  selling  in  American  agriculture,  it 
promises  nevertheless  to  become  extremely  important.  In  1925  the 
Division  of  Cooperative  Marketing  obtained  reports  from  10,803 
active  farmers'  cooperative  associations.  Nearly  half  of  these  asso- 
ciations reported  making  cooperative  purchases  for  their  members. 
In  1927  farmers'  associations  purchased  cooperatively  feed,  seed,  fer- 
tilizers, containers,  and  other  supplies,  valued  at  more  than  $300,- 
000,000.  Each  of  three  farmers'  cooperative  purchasing  organiza- 
tions handled  in  1928  a  total  business  of  $10,000,000,  and  two  others 
handled  over  $4,500,000  worth  of  business.  At  least  nine  other  asso- 
ciations did  a  cooperative  purchasing  business  in  excess  of  a  million 
dollars  each. 

An  anatysis  of  the  kinds  of  farm  supplies  purchased  cooperatively 
in  1925  shows  that  62  per  cent  of  the  reporting  associations  bought 
feeds;  47  per  cent,  fuel;  30  per  cent,  containers;  20  per  cent,  seed; 
19  per  cent,  fertilizers;  15. per  cent,  building  materials;  13  per  cent, 
fencing;  11  per  cent,  implements  and  machinery;  7  per  cent,  hard- 
ware; and  30  per  cent  of  the  associations  purchased  miscellaneous 
commodities. 

Feeds  and  fertilizers  constitute  the  largest  part  of  the  coopera- 
tive buying  done  by  farmers  in  New  England  and  the  Middle  At- 
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lantic  States.  On  the  other  hand,  fertilizers,  seeds,  and  containers 
are  the  biggest  items  in  cooperative  buying  in  the  South  Atlantic 
States.  In  the  North  Central  States  feeds  and  fuel  make  up  the 
bulk  of  cooperative  buying  among  farmers.  In  the  Pacific  Coast 
States  fruit  crates,  boxes,  spray  materials,  and  similar  supplies 
are  purchased  cooperatively  in  large  quantities  by  fruit  growers, 
and  feeds,  by  poultrymen.  A  prominent  recent  development  in 
Minnesota,  Illinois,  Iowa,  Nebraska,  and  several  other  mid-Western 
States  has  been  the  formation  of  farmers'  associations  that  handle 
gasoline,  kerosene,  lubricating  oil,  and  other  petroleum  products. 

Probably  the  earliest  form  of  cooperative  buying  among  farmers 
is  the  farmers'  store  as  established  in  the  Mississippi  Valley  States 
during  the  late  sixties  and  seventies.  These  were  local  farmer- 
owned  retail  stores,  established  in  small  towns  and  serving  prin- 
cipally the  farmers  in  the  tributary  territory.  The  granger  move- 
ment in  the  seventies  was  largely  responsible  for  these  farmers' 
stores,  and  also  for  the  development  in  this  section  of  cooperative 
buying  of  coal,  fertilizers,  and  twine  in  carload  lots.  These  supplies 
are  ordered  by  groups  of  farmers  and  are  distributed  directly  from 
the  car  door  on  a  cash  basis. 

Cooperative  buying  among  farmers  has  had  continuous  encourage- 
ment from  other  farm  organizations,  such  as  the  Farmers'  Alliance, 
the  Wheel,  the  Farmers'  Educational  and  Cooperative  Union  of 
America,  the  American  Society  of  Equity,  and  the  Equity  Union. 
The  American  Farm  Bureau  Federation,  through  many  of  its  State 
and  county  units,  has  fostered  cooperative  buying  of  farm  supplies. 

The  purchase  of  farm  supplies  cooperatively  by  farmers  is  being- 
done  to-day  through  three  more  or  less  distinct  types  of  organiza- 
tion: (1)  Large-scale  cooperative  associations  whose  primary  busi- 
ness is  buying  farm  supplies  for  their  farmer  members;  (2)  the 
general  farm  organizations,  principally  the  farm  bureau  and  the 
farmers'  union,  some  units  of  which  engage  in  cooperative  buying 
directly  through  owned  and  controlled  subsidiary  corporations;  (3) 
cooperative  marketing  associations  which  also  buy  supplies  needed 
in  harvesting,  handling,  and  packing  their  members'  products,  and 
in  some  cases  buy  fertilizers,  spray  materials,  and  other  supplies 
for  their  grower  members. 

LARGE-SCALE   FARMERS'    BUYING    ORGANIZATIONS 

The  largest  of  the  buying  associations  is  the  Cooperative  Grange 
League  Federation  Exchange  (Inc.),  with  headquarters  at  Ithaca, 
N.  Y.  (commonly  called  the  G.  L.  F.  Exchange),  formed  in  June, 
1920.  The  New  York  State  Grange,  the  New  York  State  Farm  Bu- 
reau Federation,  and  the  Dairymen's  League  Cooperative  Associa- 
tion fostered  its  organization,  and  the  local  units  of  these  three  or- 
ganizations took  an  active  part  in  selling  and  distributing  its  stock 
widely  among  farmers  during  the  early  days  of  its  formation. 

The  Cooperative  Grange  League  Federation  Exchange  (Inc.)  is  a 
nonprofit,  capital-stock  organization  incorporated  under  the  laws  of 
the  State  of  New  York,  with  an  authorized  capitalization  of  $1,000,- 
000,  divided  into  200,000  shares  of  $5  par  value.  Dividends  are 
Jimited  to  6  per  cent  per  annum  by  the  charter.    Each  shareholder 
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has  only  1  vote,  regardless  of  the  size  of  his  investment,  although 
none  may  own  more  than  1,000  shares. 

Control  of  the  affairs  of  the  G.  L.  F.  Exchange  is  delegated  to  a 
board  of  nine  directors.  Three  directors  are  elected  by  the  stock- 
holders at  each  annual  meeting  for  terms  of  three  years.  One  is 
nominated  by  each  of  the  three  organizations  which  sponsored  the 
G.  L.  F.  Exchange.  Others  may  be  nominated  from  the  floor. 
Voting  by  special  proxy  is  permitted,  but  only  the  names  of  directors 
who  are  nominated  by  the  organizations  are  printed  on  the  proxies. 
The  board  of  directors  meets  quarterly,  and  an  executive  committee 
of  four  functions  between  the  meetings  of  the  board. 

The  organization  of  the  G.  L.  F.  Exchange  followed  a  period  of 
rapidly  rising  prices  of  farm  supplies,  marked  by  a  scarcity  of 
goods,  an  increase  in  adulteration  of  seeds,  feeds,  and  fertilizers,  and 
what  farmers  considered  a  lack  of  efficient  service  on  the  part  of  local 
dealers. 

Its  area  of  operations  practically  coincides  with  the  territory  from 
which  fluid  mill?:  is  shipped  to  Greater  New  York.  This  includes 
all  of  the  northern  tier  of  counties  in  Pennsylvania  and  the  major 
part  of  northern  New  Jersey,  as  well  as  nearly  all  of  New  York 
State.  The  dairy  industry  in  this  area  is  highly  developed,  and 
farmers  buy  a  larger  proportion  of  feeds  per  farm  than  in  any  other 
section  of  the  United  States,  except  the  commercial  poultry  regions 
of  the  Pacific  coast.  An  analysis  of  the  quantities  of  feed  dis- 
tributed by  the  G.  L.  F.  Exchange  during  1928  indicates  that  ap- 
proximately 23  per  cent  of  all  dairy  feeds  and  27  per  cent  of  all 
poultry  feeds  used  by  farmers  in  this  area  were  distributed  by  the 
exchange.  It  also  buys  large  quantities  of  seeds  and  fertilizer  and 
handles  a  variety  of  items  through  a  mail-order  department. 

The  car-door  delivery  method  of  distribution  of  feed  and  fertilizer 
was  followed  to  a  large  extent  by  the  G.  L.  F.  Exchange  during 
the  first  two  years  of  its  operation.  The  members  in  each  com- 
munity grouped  together  in  local  units,  and  the  combined  orders 
for  feeds  and  fertilizers  were  placed  in  the  hands  of  one  person. 
This  person  was  responsible  for  each  carload  shipped  to  him,  and 
received  a  small  commission  for  combining  the  orders,  distributing 
the  shipment,  and  collecting  payment.  While  this  system  is  still 
followed  in  a  few  communities,  it  has  been  growing  less  common 
since  1922.  In  that  year  the  G.  L.  F.  Exchange  adopted  the  policy 
of  handling  the  local  distribution  of  feeds  and  fertilizers  through 
established  local  agencies.  These  consist  of  G.  L.  F.  service  stores, 
independent  cooperatives,  farmer  agents  (usually  car-door),  and 
regular  dealers.  The  G.  L.  F.  Exchange  distributes  through  not 
more  than  one  agency  in  each  town,  which  handles  the  G.  L.  F. 
Exchange  products  on  a  margin  fixed  by  the  exchange.  This  system 
has  developed  rapidly  until  there  are  about  700  local  agencies  han- 
dling G.  L.  F.  Exchange  feeds  and  fertilizers  at  approximately  800 
stations. 

In  1926  the  G.  L.  F.  Exchange  introduced  into  its  operations  a 
chain  system  of  cooperative  retail  service  stores.  Each  of  these 
cooperative  feed  stores  is  organized  by  the  local  farmer  patrons,  and 
the  capital  required  for  fixed  assets  is  contributed  by  the  local 
farmer  members  in  payment  for  preferred  capital  stock.    The  work- 
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ing  capital  is  provided  by  common  stock  owned  by  the  G.  L.  F.  Ex- 
change. While  the  members  of  the  local  cooperative  store  organiza- 
tion elect  their  own  advisory  committee,  which  advises  with  the 
G.  L.  F.  Exchange  as  to  policies,  the  central  organization  has  direct 
charge  of  the  management  and  operations.  This  is  made  possible 
Through  the  accounting  system,  which  is  centralized  and  controlled 
by  the  G.  L.  F.  Exchange.  There  are  now  some  50  of  these  local 
cooperative  feed  stores  operating  in  the  G.  L.  F.  Exchange  chain, 
with  a  volume  of  retail  business  amounting  to  about  $4,000,000. 

The  importance  of  this  cooperative  organization  to  the  farmers 
who  use  it  is  indicated  by  the  growth  in  the  volume  of  purchases 
of  its  patrons  from  about  $1,725,000  in  the  season  1921-22  to 
approximately  $21,500,000  in  1928-29.  In  terms  of  physical  units 
this  volume  of  business  represents  about  420,000  tons  of  feed,  33,000 
tons  of  fertilizer,  and  8,500,000  pounds  of  seeds,  as  well  as  a  variety 
of  smaller  items.  To  handle  this  tremendous  volume  of  business 
adequately  it  has  been  necessary  to  control  its  own  manufacturing 
establishments,  with  the  result  that  it  now  operates  a  large  feed 
mill  and  grain  elevator  in  Peoria,  111.,  and  another  in  Buffalo,  N.  Y., 
as  well  as  two  fertilizer  plants,  a  paint  factory,  and  a  seed  warehouse. 
At  the  end  of  1928  its  total  capital  was  slightly  under  $2,500,000, 
of  which  its  stockholders  owned  two-thirds. 

The  Eastern  States  Farmers'  Exchange,  with  headquarters  at  West 
Springfield,  Mass.,  is  another  large  farmers'  buying  association. 
The  New  England  States,  northern  Pennsylvania,  Delaware,  and 
eastern  Maryland  constitute  its  field  of  operations,  and  the  principal 
commodities  handled  are  feeds,  fertilizers,  and  field  seeds.  A  small 
mail-order  department  handling  paint  and  cod-liver  oil  is  also  op- 
erated. The  purpose  of  the  exchange  is  to  insure  quality  in  the  raw 
materials  which  the  farmers  need  and  to  buy  and  distribute  these 
materials  to  them  economically. 

The  association  was  formed  in  February,  1918,  and  is  a  nonstock, 
nonprofit  organization  owned  and  controlled  by  its  farmer  patrons, 
who  numbered  31,825  on  July  1,  1929.  Every  patron  automatically 
becomes  a  member  at  the  time  of  his  first  purchase  and  remains  so 
until  he  fails  to  buy  through  the  association  for  two  consecutive 
business  years. 

While  the  formation  of  this  organization  was  sponsored  by  many 
leading  citizens  through  the  New  England  States,  its  actual  estab- 
lishment was  made  possible  by  60  business  men,  many  of  them  located 
in  Springfield,  Mass.,  who  underwrote  notes  totaling  $60,000  as  a 
basis  of  credit  for  the  new  organization.  At  the  end  of  six  years 
the  organization  had  accumulated  a  substantial  reserve,  which  gave 
it  an  independent  financial  standing,  and  all  notes  originally  pledged 
by  business  men  were  canceled. 

From  its  membership  the  exchange  elects  its  board  of  directors, 
which  may  have  not  less  than  25  nor  more  than  65  members,  each 
director  representing  a  county  in  which  the  exchange  is  doing  a 
relatively  large  volume  of  business.  At  present  there  are  54  mem- 
bers on  the  board.  From  the  board  of  directors  an  executive  com- 
mittee of  at  least  seven  is  elected,  and  this  committee  supervises  the 
affairs  of  the  exchange  when  the  board  is  not  in  session.  Serving 
under  the  direction  of  the  board  and  executive  committee  is  a  man- 
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ager  in  charge  of  the  detail  work  of  operating  and  managing  the 
exchange.  To  maintain  close  contact  between  the  central  organi- 
zation and  its  local  representatives,  the  exchange  employs  a  field 
force.  These  men  keep  the  local  representatives  informed  as  to  the 
policies  and  services  of  the  exchange  and  keep  the  central  organiza- 
tion informed  of  developments  among  the  members- 

The  exchange  attempts  to  work  with  cooperative  associations  as 
local  distributors  when  they  are  organized  in  a  community,  but  in 
their  absence  it  distributes  directly  to  the  farmers  through  local 
agents.  The  exchange  delegates  a  local  person,  usually  a  farmer,  to 
act  as  its  agent  or  representative.  This  agent  is  charged  with  the 
responsibility  of  obtaining  orders  for  feeds  and  other  supplies  from 
the  farmer  members  in  the  community  and  arranging  for  the  pay- 
ment for  and  unloading  of  the  shipment  when  it  arrives. 

The  work  which  most  of  these  local  representatives  do  for  the 
exchange  requires  only  part  time,  and  consequently  many  farmers 
are  able  to  handle  this  along  with  their  farming  operations.  These 
local  representatives  are  employed  on  a  commission  basis. 

The  figures  in  Table  12  indicate  the  steady  development  of  the 
work  of  the  exchange.  In  1928  the  Eastern  States  Farmers  Ex- 
change distributed  to  its  members  174,028  tons  of  feed,  16,817  tons 
of  fertilizer,  and  2,088,000  pounds  of  seed. 

Table  12. — Membership  and  volume  of  business  of  the  Eastern  States  Farmers 
Exchange  {Inc.),  1923-1928 


Mem- 
bership 
(number) 

Volume  of  business 

Year 

Mem- 
bership 
(number) 

Volume  of  business 

Year 

Tons 

Dollars 

Tons 

Dollars 

1923 

11,327 

12,  500 
16,000 

97,  536 
113,  734 
119,  291 

1 

4,  651,  508 

5,  526,  553 
5,  979,  965 

1926 

17,800 
23,  238 
25,  000 

131,  980 
155,  275 
191,  894 

6,  279,  810 

1924 

1927 

7,  722,  900 

1925 

1928.... 

10,  326,  977 

In  1923  the  exchange  established  control  over  the  manufacture  of 
its  feeds  by  purchasing  a  large  feed  mill  and  elevator  at  Buffalo, 
N.  Y.  The  purchase  and  subsequent  operation  of  this  plant  has  been 
handled  through  a  subsidiary  corporation,  the  Eastern  States  Milling 
Corporation,  the  common  stock  of  which  is  owned  entirely  by  the 
Eastern  States  Farmers  Exchange.  The  subsidiary  corporation  was 
financed  chiefly  by  the  issuance  of  6  per  cent  preferred  stock,  which 
was  sold  as  an  investment  to  people  interested  in  the  success  of  this 
large  farmers'  buying  association.  Since  the  organization  of  the 
exchange  a  part  of  this  stock  has  been  retired  each  year  out  of 
earnings. 

The  by-laws  specify  that  two-thirds  of  the  net  savings  of  the 
exchange  in  any  calendar  year  after  the  surplus  has  reached  $100,000 
shall  be  divided  among  the  members  in  proportion  to  their  patronage 
and  that  one-third  shall  be  retained  as  an  addition  to  the  surplus. 
By  the  end  of  1925  the  surplus  had  reached  the  $100,000  minimum, 
and  accordingly  a  patronage  dividend  amounting  to  $30,898  was  paid 
at  the  close  of  that  year.  This  was  a  return  of  0.5  +  per  cent  of  the 
amount  paid  by  members  for  their  supplies.  Patronage  dividends 
in  subsequent  years  have  constituted  a  slightly  larger  percentage  of 
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the  cost  of  supplies  to  members.  During  the  time  that  these  large 
patronage  dividends  have  been  returned  to  members,  the  surplus  of 
the  exchange  has  grown  to  an  amount  in  excess  of  $204,000  on 
January  1,  1929. 

Outstanding  in  size  among  the  other  cooperative  farmers'  buying 
associations  are  the  Virginia  Seed  Service  (Inc.),  with  headquarters 
at  Richmond,  Va.;  the  Merrimack  Farmers'  Exchange,  Concord, 
N.  H. ;  the  Aroostook  Federation  of  Farmers,  Caribou,  Me. ;  and  the 
Farmers'  Elevator  Cooperative  Supply  Co.  of  Illinois,  Blooming- 
ton,  111. 

PURCHASING    BY    GENERAL    FARM    ORGANIZATIONS 

In  the  second  group  of  organizations  buying  farm  supplies  coopera- 
tively are  included  those  whose  origin  and  operations  represent  one 
phase  of  the  activities  of  the  so-called  "  general  farm  organizations." 
These  are  sometimes  departments,  but  more  often  wholly  owned  sub- 
sidiaries of  the  parent  organizations.  Cooperative  purchasing  by 
associations  affiliated  with  the  Farmers'  Union  has  attained  signifi- 
cant importance  in  Nebraska,  Oklahoma,  and  Iowa.  Large-scale 
buying  is  carried  on  by  organizations  closely  related  to  the  farm 
bureau  federations  in  the  following- States :  Alabama,  Louisiana,  Mis- 
sissippi, Tennessee,  West  Virginia,  Maryland,  Ohio,  Michigan,  In- 
diana, and  Illinois.  The  Missouri  Farmers'  Association  also  pur- 
chases large  quantities  of  supplies  for  its  members. 

One  of  the  oldest  of  these  associations  is  the  Farmers  Union  State 
Exchange,  with  headquarters  in  Omaha,  Nebr.,  which  was  originally 
established  in  1914  as  a  department  of  the  Farmers  Educational  and 
Cooperative  State  Union  of  Nebraska  to  assist  its  local  units  in  buy- 
ing at  wholesale.  Operated  first  as  a  department  and  then  as  a 
subsidiary  corporation,  this  buying  activity  on  the  part  of  the  Farm- 
ers Educational  and  Cooperative  State  Union  of  Nebraska  was 
reincorporated  in  1919  as  a  separate  cooperative  association,  the 
capital  stock  of  which  was  purchased  by  farmers'  union  members. 
Whereas  most  of  the  buying  associations  deal  only  in  fertilizers, 
feeds,  seeds,  and  similar  farm  supplies,  the  Nebraska  exchange  is 
also  handling  farm  implements  and  machinery  and  merchandise  such 
as  shoes,  clothing,  and  household  necessities.  The  exchange  dis- 
tributes its  supplies  through  four  channels:  (1)  Direct  to  individ- 
uals, (2)  to  farmers'  union  local  units,  (3)  through  farmers'  union 
retail  stores  and  elevators,  and  (4)  through  10.  branch  stores.  In 
this  manner  members  of  the  farmers'  union  in  Nebraska  purchased 
farm  and  household  supplies  to  the  extent  of  approximately 
$1,775,000  in  1928  through  the  Farmers  Union  State  Exchange. 

The  organization  of  cooperative  purchasing  of  farm  supplies  by 
the  State  farm  bureau  federations  in  Ohio  and  Indiana  is  representa- 
tive of  the  cooperative  buying  activities  fostered  by  farm  bureaus. 
In  Ohio  the  business  is  handled  by  the  Ohio  Farm  Bureau  Service 
Co.,  a  subsidiary  of  the  Ohio  Farm  Bureau  Federation  organized  in 
1923  to  conduct  its  commercial  activities.  It  purchases  feed,  ferti- 
lizers, coal,  twine,  seed,  and  other  farm  supplies  for  members  of  the 
Ohio  Farm  Bureau  Federation,  which  it  distributes  to  them  through 
local  farmers'  elevators  and  "  car-door   agents."     Its  patrons  pay 
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retail  prices  to  its  local  agents,  but  most  of  the  savings  are  subse- 
quently returned  to  them  in  the  form  of  patronage  dividends. 

During  its  six  years  of  operation  the  Ohio  Farm  Bureau  Service 
Co.  has  returned  to  members  patronage  dividends  totalling  $700,000, 
or  approximately  3  per  cent  of  the  payments  received  from  its 
patrons.  During  1928  the  association  handled  nearly  35,000  tons  of 
feeds,  over  47,000  tons  of  fertilizers,  627  cars  of  coal,  and  more  than 
5.000  bushels  of  seed. 

In  Indiana  the  cooperative  buying  of  the  State  Farm  Bureau 
Federation  is  done  through  the  Indiana  Farm  Bureau  Purchasing 
Department  (Inc.).  Originally  operated  as  a  subsidiary  of  the  farm 
bureau  federation,  its  stock  is  now  being  issued  to  county  cooperative 
associations  in  proportion  to  their  purchases.  These  county  pur- 
chasing associations,  which  number  over  60,  are  incorporated  bodies, 
owned  and  controlled  by  the  local  farmer  patrons.  They  operate 
the  necessary  feed  and  fertilizer  warehouses  to  provide  local  facili- 
ties for  distribution  in  the  counties  in  which  they  are  organized. 
Business  is  done  with  unincorporated  groups  in  the  other  counties, 
and  provision  is  made  for  issuing  the  proper  amounts  of  capital  stock 
to  such  groups  when  they  incorporate. 

The  kinds  and  quantities  of  supplies  handled  in  192S  are  shown  in 
Table  13.  On  this  volume  of  business  in  1928,  patronage  dividends 
amounting  to  $134,000  were  returned  to  the  patrons. 

Table  13. — Supplies  purchased  for  farmers  ~by  the  Indiana  Farm  Bureau  Pur- 
chasing Department  (Inc.),  1928 


Kind  of  supplies 

Quantity  purchased 

Value 

Kind  of  supplies 

Quantity  purchased 

Value 

37,111  tons 

$1,  344,  590 

890, 153 

309,  582 

161,813 

99,  609 

32,  662 

31,  845 

Fencing 

$16, 956 

18,523  tons 

Culti-packers 

Kerosene 

Miscellaneous 

221  machines 

23  carloads 

16, 172 

Coal 

10,  220 

12,305  bushels 

875,300  pounds 

5,535 

Total 

2,  919, 137 

Oil 

42,S21  gallons.. 

COOPERATIVE    PURCHASING    BY    FARMERS'     MARKETING    ASSOCIATIONS 


While  cooperative  buying  on  the  part  of  farmers'  marketing  asso- 
ciations is  usually  done  in  relatively  small  volumes,  nevertheless  it  is 
extensively  practiced.  Of  the  9,586  farmers'  marketing  associations 
listed  by  the  Division  of  Cooperative  Marketing,  over  4,100  were  also 
engaged  in  cooperative  buying  in  1925. 

In  the  early  development  of  farmers'  local  cooperative  enterprises, 
such  as  farmers'  grain  elevators,  livestock  shipping  associations, 
creameries,  and  fruit  and  vegetable  associations,  the  buying  of  farm 
supplies  became  part  of  the  business  of  these  organizations.  For  in- 
stance, 93  per  cent  of  the  local  farmers'  elevators  in  the  Middle  West 
purchase  supplies  for  their  farmer  patrons.  The  volume  of  purchases 
of  these  organizations  in  1926-27  is  estimated  to  be  in  excess  of  $100,- 
000,000,  although  the  purchases  of  the  individual  elevators  average 
only  about  $30,000.  The  purchase  of  flour  and  feed  constitutes  about 
one-third  of  the  total  and  coal  makes  up  another  one-third,  while 
twine,  lumber,  and  machinery  are  less  important  items. 
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Large-scale  cooperative  marketing  associations  have  also  developed 
buying  departments.  The  citrus  fruit  growers  who  market  their 
products  through  the  California  Fruit  Growers  Exchange  have  been 
buying  their  orchard  and  local  packing-house  supplies,  such  as  spray 
materials,  fertilizer,  and  box  material,  since  1907.  Their  purchasing 
activities  are  handled  through  the  Fruit  Growers  Supply  Co.  (,9), 
the  ownership  of  which  is  vested  in  the  members  of  the  exchange 
through  their  local  units.  This  supply  company  not  only  buys 
orchard  and  packing-house  supplies  in  great  variety,  but  also  manu- 
facturers box  material  for  packing  the  fruit  of  the  members.  It  owns 
timber  tracts  with  combined  area  of  70,000  acres  in  Lassen  and  Siski- 
you Counties,  Calif.,  and  in  Jackson  County,  Oreg.,  and  operates  two 
mills  with  an  annual  capacity  of  150,000,000  feet  of  lumber.  The 
lower  grades  of  timber  are  used  for  boxes  and  the  better  grades  of 
lumber  are  sold.  The  development  of  this  organization  is  suggested 
by  figures  in  Table  14. 

Table  14. — Value  of  purchases  by  members  of  the  California  Fruit  Growers' 
Supply  Co.,  sales  to  nonmcmbers,  operating  expenses,  and  patronage  dividends 
returned  to  members,  1916-192S 


Year 

Purchases 

by  - 
members 

Sales  to 

non- 
members 

Patronage 

dividends 

returned  to 

members 

Operating 
expenses 
per  $100 
of  pur- 
chases 

1916. 

Dollars 

3,  227,  849 

4,  776,  081 
3,  529,  397 

5,  022,  372 
8,  758,  223 

12,  780,  583 

7,  656,  787 
9,516,966 

8,  441,  759 
7, 318,  825 
8, 286,  675 
8,  657,  877 
8, 775,  780 

Dollars 

865, 017 

983, 000 

752,  573 

1, 133,  919 

1,  078,  851 

927,973 

2, 559,  758 

1, 822, 479 

1,  770,  732 

1,  967,  047 

2, 041,  444 

1, 607,  800 

1, 870,  586 

Dollars 
159, 065 

146,  903 
90,  008 

531,690 
257,  459 
2, 171,  250 
20,  590 
56,  461 
50,  407 
78, 101 
75,  059 
100,  825 

147,  452 

Dollars 
0  86 

1917 

0.83 

1918.. 

1.82 

1919 

1.31 

1920 __. 

1.34 

1921  i 

1.46 

1922  i 

1.97 

1923. 

1.74 

1924 

1.62 

1925 

1.93 

1926- 

1.66 

1927.  . 

1.53 

1928- - 

1.50 

1  The  figures  for  1921  and  1922  each  include  operations  for  14  months,  as  a  result  of  changes  in  the  fiscal 
year. 

The  Washington  Cooperative  Egg  and  Poultry  Association  is  an- 
other marketing  agency  that  has  developed  the  opportunity  to  pur- 
chase supplies  for  its  members.  It  practically  confines  its  buying 
activities,  however,  to  the  purchase  and  manufacture  of  quality 
feeds.  Organized  in  1917,  it  was  not  until  1921  that  the  purchase 
of  feeds  was  undertaken  as  a  department  of  the  established  organi- 
zation. Its  usefulness  to  the  poultrymen  of  the  State  is  indicated  by 
the  steady  growth  in  volume  of  purchases  made  through  the  organi- 
zation by  its  members,  as  shown  in  Table  15. 
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Table  15. — Volume  and  value  of  cooperative  purchases  for  memoers  l)y  Wash- 
ington Cooperative  Egg  and  Poultry  Association,  1921-1928 


Year 

Quan- 
tity 

Value 

Year 

Quan- 
tity 

Value 

1921 

Tons 

3,178 

8,340 

13,  462 

26,544 

Dollars 
298, 452 
369,  350 
705,  930 
1,  265,  678 

1925 

Tons 
59, 351 
83,  246 
109,843 
125,  751 

Dollars 
2,  973,  806 

1922     . 

1926 

3,  952,  445 

1923.. 

1927 

5,  389,  687 

1924.  . 

1928 -. -. 

6,  211,  850 

To  maintain  satisfactory  service  with  such  a  large  volume  of  busi- 
ness, the  feed  department  of  the  association  has  been  continually 
expanding  its  equipment.  At  the  beginning  of  1929  feed  was  being 
processed  in  four  mills,  and  two  more  were  under  construction.  Dis- 
tribution is  made  from  19  stations  scattered  through  the  poultry  sec- 
tions. Truck  routes  are  operated  from  each  of  these  stations,  carry- 
ing feed  to  the  poultrymen  and  collecting  eggs  from  them.  In 
•accordance  with  the  principle  of  making  charges  proportionate  to 
service,  a  delivery  charge  is  made,  based  on  distance  and  service, 
which  is  sufficient  to  cover  the  cost  of  truck  operation. 

COOPERATION  AMONG   COOPERATIVES 

The  trend  toward  federation  among  agricultural  cooperatives  is 
illustrated  by  the  way  in  which  cooperative  marketing  and  purchas- 
ing associations  handling  the  same  commodities  are  joining  together 
in  commodity  trade  organizations.  To-day  46  of  the  largest  coop- 
erative associations  handling  milk,  butter,  cheese,  and  other  dairy 
products  are  linked  together  in  the  National  Cooperative  Milk  Pro- 
ducers' Federation. 

Twelve  of  the  livestock  cooperative  terminal  sales  agencies  are 
working  together  in  the  National  Livestock  Producers  Association. 
Within  the  past  year  several  of  the  leading  wool  cooperatives  have 
formed  the  National  Wool  Marketing  Council. 

Thirteen  of  the  state-wide  cotton  cooperative  marketing  associa- 
tions are  working  together  through  the  American  Cotton  Growers 
Exchange.  This  commodity  federation  not  only  functions  as  a  trade 
organization  but  also  operates  a  comprehensive  sales  organization 
used  by  the  member  associations. 

During  the  last  four  years  agricultural  cooperative  associations  in 
all  sections,  of  the  United  States  and  the  general  farm  organizations 
have  worked  together  in  a  national  educational  enterprise — the  Amer- 
ican Institute  of  Cooperation.  Within  the  last  several  months  the 
agricultural  cooperative  associations,  through  their  commodity  fed- 
erations, have  developed  plans  for  a  national  organization  of  agri- 
cultural cooperatives  which  will  assist  in  coordinating  those  business 
problems  which  are  of  common  interest  to  all  farm  cooperatives. 
Through  this  central  body,  known  as  the  National  Cooperative 
Council,  the  agricultural  cooperatives  propose  to  deal  with  protec- 
tive, educational,  legislative,  and  other  service  matters  of  common 
interest  to  all  agricultural  cooperative  associations. 
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